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REGULATIONS ON IMPORTATION OF FOREIGN 
EXCESS PROPERTY 


TUESDAY, JUNE 23, 1959 


House or REPRESENTATIVES, 
EXECUTIVE AND LEGISLATIVE REORGANIZATION 
SUBCOMMITTEE OF THE COMMITTEE ON 
GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:05 a.m., in room 
1501-B, New House Office Building, Hon. William L. Dawson (chair- 
man) presiding. 

Present : Representatives Dawson, Fascell, Smith, and Brown. 

Staff members present: Elmer W. Henderson, counsel; Orville 
Montgomery, associate counsel; and Lawrence Redmond, clerk. 

Also present: Thomas E. Drumm, Assistant Administrator of the 
Business and Defense Services Administration; Dr. William B. Ben- 
nett, Foreign Excess Property Officer; and Jonathan B. Rintels, Office 
of General Counsel, Department of Commerce. 

Chairman Dawson. These hearings are being called by the Sub- 
committee on Executive and Legislative Reorganization in further 
consideration of section 402 of the Federal Property and Administra- 
tive Services Act of 1949 which deals with the importation of foreign 
excess property. 

Previous hearings on the subject were held in July 1958, at which 
time we reviewed the administration of the act by the Department of 
Commerce. Subsequent to these hearings, the subcommittee prepared 
a report of its findings which was adopted by the full Committee on 
Government Operations and became House Report No. 2661. Some 
months later the Department of Commerce revised its regulations 
and altered its procedures. 

In our hearings last year the witnesses came mainly from domestic 
manufacturing concerns and from the Department itself. Today our 
witnesses are principally from importing firms who wish to comment 
on the effect of the new regulations. 

The Department of Commerce is being represented here by Thomas 
E. Drumm, Dr. William B. Bennett, and Jonathan B. Rintels. They 
are available in the event any questions arise from the hearings to 
which they may be able to vowidd ready answers. 

_ first witness will be Attorney Max Kampelman of Washington, 
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2 IMPORTATION OF FOREIGN EXCESS PROPERTY 


STATEMENT OF MAX M. KAMPELMAN, COUNSEL, AMERICAN 
ASSOCIATION OF SURPLUS PROPERTY IMPORTERS 


Mr. Kampetman. Mr. Chairman and members of the committee, m 
name is Max M. Kampelman. I am an attorney with offices at 170 
K Street NW., here in Washington. I appear today as counsel for 
the American Association of Surplus Property Importers. We aye 
grateful indeed, Mr. Chairman, for this opportunity to appear before 
your suocommittee. We have a serious problem; we brought oy 
problem to the attention of you and your subcommittee, and this 
hearing was immediately scheduled. We are most appreciative of 
the interest of the subcommittee in seeing to it that all groups haye 
an equal opportunity to present their point of view to Couenal 

Our association is a newly organized group. It has come into being 
primarily to defend its members against an extremely arbitrary and 
restrictive interpretation and implementation of a Federal statute 
by the Department of Commerce. The statute in question is section 
402 of the Federal Property and Administrative Services Act, which 
authorizes Government agencies to dispose of Government surplus 
property located abroad but which also limits the extent to which 
such surplus property may be imported into the United States. Men. 
bers of your committee are familiar with this statutory provision and 
the manner in which it has been implemented in view of the fact that 
the committee held hearings on these matters last year. 

Before proceeding to a discussion of the immediate problem facing 
us, I think it would be helpful to tell the committee something about 
the industry represented by our association. Our industry consists of 
small businesses all over the country. We are in business to make a 
profit. Some of us do better than others. But in the search and drive 
for profits we are no worse and no better than the giant corporations 
who appeared before you last year in their efforts to destroy our 
business opportunities. We offer no apologies for profits that we 
have honestly made by our skill, perseverance, and imagination and 
do not believe that profits made by large manufacturers through high 
prices and scarcity are any more deserving of consideration in judging 
benefits to the economy. 

Members of our association are interested in purchasing for resale 
surplus property disposed by the U.S. Government. Some of this 
property is in good condition when offered to us, but much of it is 
m very poor shape when it is sold by the Government and must be 
conditioned by our members before it is sold to their customers. 
Members of our association are interested, I might add, in surplus 
disposed of by the U.S. Government, both in the United States and 
abroad. The question before us is a limited one, however, so our 
discussion is limited to surplus property sold abroad. 

Members of our association are interested in the importation and 
resale of end products such as trucks, construction equipment, cloth- 
ing, and other types of goods such as these. A substantial portion 
of our business, hieten, also involves the importation of foreign 
excess property consisting of replacement parts and components for 
end-use equipment which is several years old. In many cases, the 
original manufacturers have ceased producing parts and components 
for such equipment, and members of our industry, through the acqu 
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sition of surplus parts and components, constitute the best, if not 
the sole, source of supply within the United States. The unavail- 
ability of such “obsolete” parts and components mean that the end- 
yse equipment would become inoperable. Accordingly, our industry 
keeps useful and productive equipment in operation. 
ur industry contributes to the national economy, in other words. 
The fact that members of our industry are interested in foreign excess 
roperty and bid for purchase of this property, means that the Gov- 
ernment is able to realize a large amount of money on its disposition 
of surplus property. Were it not for the interest of surplus dealers, 
such as the members of our industry, in purchasing this property, the 
Government would lose many millions of dollars on the sale of surplus 
roperty, and this would greatly add to the defense costs and tax 
fill of the Nation. In addition, as our evidence will demonstrate, 
the activities of members of our industry provide employment oppor- 
tunities and business opportunities, which would not otherwise be 
available, to many thousands of individuals. 

Let me describe in very general terms the manner in which the 
members of our industry fit into the framework of the national 
economy. It should be emphasized, first of all, that our association 
js comprised of small business firms. Despite the small size of these 
firms, their activities give rise to considerable employment through 
the shipment, reconditioning and other handling of surplus property. 

Many of our customers, the people who buy from us, are individ- 
uals who want to buy surplus items for personal use in camping, 
hunting, fishing, or ordinary household activities. These customers 
rely upon the availability of surplus items to meet their particular 
needs; if surplus items were not available, they would in nearly all 
cases simply not purchase the items since they could not afford to pay 
the new item price. 

We also have another classification of customer. A host of small 
business enterprises has come into being since World War II as a 
result of the availability of surplus equipment. These small busi- 
ness enterprises have been able to compete, in the construction busi- 
ness, for example, against big business because they have equipment 
which would otherwise not be available to them. It is a delusion 
to think that such small enterprises would buy new equipment if the 
surplus were not available; rather, they would not buy anything and 
would not be able to carry on at all. We will hear later today from 
some of these witnesses. Some of these small businesses become suc- 
cessful and in turn larger. In that event, they are no longer interested 
in buying surplus equipment, but would become new customers for new 
equipment. This has frequently been the fact. 

As a case in point, I want to refer to the experience of a client of 
mine, not a member of the American Association of Surplus Pro 
erty Importers, with whom I recently discussed this subject. His 
company now is a large one with extensive manufacturing activity 
both here and abroad. Like many other companies here on the Amer- 
lean scene, however, his company had small beginnings. Early, one 
of his staff had urged the use of forklift trucks in the business. They 
decided they could not afford to purchase one, so they did without 
forklift trucks until they heard of a surplus truck on the market in 
their area. They made the purchase at a price which they could 
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afford, and they found the forklift truck to be nearly indispensable 
for their business. Later they bought another surplus forklift truck 
Eventually, when they could afford it, the pene a new forklift 
truck. Having been initiated in the use of forklift trucks through 
the availability of surplus ones, they now own more than 30 forklift 
trucks which were purchased new directly from the manufacturerg’ 
distributors. 

I should like to turn now to a discussion of specific difficulties our 
members have been experiencing in connection with the Commerce 
Department and the administration of section 402 of the Federal 
Property and Administrative Services Act. 

Section 402 reads, insofar as pertinent, as follows: 

Foreign excess property may be disposed of (a) by sale, exchange, lease, or 
transfer, for cash, credit, or other property, with or without warranty, and upon 
such other terms and conditions as the head of the executive agency concerned 
deems proper; but in no event shall any property be sold without a condition 
forbidding its importation into the United States, unless they have * * * Seere. 
tary of Commerce * * * determines that the importation of such property would 
relieve domestic shortages or otherwise be benefiting to the economy of this 


country * * *, 

“Foreign excess property” is defined elsewhere in the act to mean 
property under the control of any Federal agency which “is not 
required for its needs and the discharge of the responsibilities” and 
which is located outside of the United States. It is worth noting that 
such property is usually really not “foreign” in any sense other than 
its being situated outside the United States. In every other sense, the 
surplus we are interested in is thoroughly American—American made, 
American bought, American owned, and possessed and held by agencies 
of the U.S. Government for purposes of the U.S. Government. This 
is not material manufactured abroad, in the main. 

The particular concern of our association, and the reason we have 
requested this hearing, Mr. Chairman, is that the Department of Com- 
merce is now interpreting section 402 in what we consider to be an 
extremely restrictive and inflexible manner which comes very close 
to being a complete prohibition on importation of foreign excess 
property. 

Moreover, the Department of Commerce has indicated to us that it 
has adopted this restrive and inflexible policy largely as a consequence 
of last year’s 37th report of the House Committee on Government 
Operations. 

In other words, we are told that this committee has in effect directed 
the Department of Commerce to prohibit importation of surplus or 
virtually to prohibit the importation of surplus. We do not believe 
that this was the intent of your committee. 

The committee’s 37th report was issued on August 18, 1958, fol- 
lowing hearings held by the Subcommittee on Executive and Legisla- 
tive Reorganization on July 28, 29, and 30 of 1958. 

During the course of the hearing, certain evidence was brought out, 
primarily in the testimony of the foreign excess-property officer, to 
the effect that the procedures followed in making determination under 
section 402 were inadequate and extremely loose, and that these inade- 
quate and loose procedures resulted in loss of business and employ- 
ment in certain domestic industries. 
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In addition, representatives of certain domestic manufacturers testi- 
fied at these hearings and paraded the horribles—gave the committee 
horrible examples which, I am sure, are still indelibly printed upon 
the minds of the members of this committee—gave the committee hor- 
rible examples of surplus imports into the United States where there 
allegedly were no shortages, where there allegedly were no benefits to 
the national economy, and where there were allegedly disastrous conse- 

uences for American manufacturers and working people. 

In the 37th report this committee apparently accepted all of this 
testimony at face value, and a number of recommendations were made 
to the Secretary of Commerce for improvements in administration of 
law. There was no evidence from the members of our industry at 
that time. 

If I might digress for a moment, I would like to comment on the 
hearings of last year. 

First of all, the members of our association believe that all laws 
must be scrupulously enforced and if, as a matter of fact, section 402 
was being poorly administered, changes should have been made, and 
we would have welcomed those changes. 

We are, for example, pleased that the Foreign Excess serine 
Office is now more adequately staffed as a result of the interest whic 
your subcommittee has taken in this problem. 

We wish to point out, however, that this committee did not have 
available to it in last year’s hearings the views of members of the sur- 
plus industry or the businessmen who are dependent upon the con- 
tinuing availability of surplus items. We are particularly concerned 
that some members of the subcommittee may have accepted as valid 
and final statements they heard from the industrial spokesmen who 
testified in support of further restrictions on importation of surplus. 

The fact of the matter is, however, that many of the horrible exam- 
ples of improper determinations by the foreign excess property officer 
which they paraded before the subcommittee are simply not accurate 
or complete, and in some instances they are completely erroneous 
and false, as we shall demonstrate. 

We regret that the subcommittee did not have before it the testi- 
mony of the surplus importers who could correct this misleading 
testimony before the committee’s report was issued. 

Subsequent witnesses today, members of our association, will ad- 
dress themselves directly and specifically to the examples which were 
given to the subcommittee last year. I am certain that members of 
= committee will then recognize that there are two sides to this 

ry. 

In any event, shortly after the termination of this subcommittee’s 
hearings last summer, and publication of the 37th report of the com- 
mittee, a new regime was instituted in the Department of Commerce. 
The former foreign excess property officer was removed from his posi- 
tion; applications of the kind which previously had been granted were 
denied; and new regulations were issued prescribing more stringent 
criteria and procedures. The net effect of all this has been that vir- 
tually no favorable determinations are now being issued for importa- 
tion of foreign excess property. There is virtually a complete 
embargo. 
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We have been informed, for example, that from January 1 to June 
15 only two applications for importation of foreign excess pro 
have been approved; one of these approvals was pursuant to a deej- 
sion of the Raeeits Board of the Department of Commerce reversj 
the negative determination of the Department of Commerce. I shou] 
like to submit a copy of my letter of June 5, 1959, to the foreign excess 
property officer, protesting certain data, and the reply which I received 
on June 18, 1959, listing the approvals and disapprovals of applica- 
tions for the period of January 1, 1959, through June 15, 1959. 

I might point out, Mr. Chairman, that we were delighted to learn, 
after we received this letter, and the Department did comply with our 
request, that. the Department then issued this information in a press 
release. 

It is perfectly clear to us, Mr. Chairman, that the Department of 
Commerce has adopted this new policy of rigidity and this de facto 
ban on imports to meet the pressures of some of the original manu- 
facturers which it uae thought were supported by this com- 
mittee. We think the Department of Commerce has not correctly 
understood the viewpoint of this committee, or the intent of Congress 
when the statute was originally enacted and, for that reason, Mr, 
Chairman, we are particularly gratified at the opportunity you are 
giving us to present our facts to the subcommittee today. 

We do not believe that this committee wants to see the statutory 
phrase, “beneficial to the economy of the country” perversely inter- 
preted so that it means “beneficial to the manufacturers of the coun- 
try.” We believe that the committee did not intend the Department 
to hand out the procedures and criteria which would put an end to im- 
ports of surplus property, in a manner which is highly discriminatory 
to the surplus importers and their many customers, which will lead to 
substantial loss of business and unemployment in the affected small 
business firms, and which will lead also to growimg inflation and higher 
prices. 

We believe that this committee intended only to insure that the law 
would be scrupulously enforced in a systematic, well-considered man- 
ner, without favoritism to any particular industry or group. 

Furthermore, it is clear to us that the Congress never intended to 
prohibit or unnecessarily curtail imports of surplus property ‘pur- 
chased from the U.S. Government at its overseas bases. In this con- 
nection, I should like to summarize for the subcommittee the evolution 
of the present law as now set forth in section 402 of the Federal Prop- 
erty and Administrative Services Act of 1949. 

At the close of World War II, vast stores of surplus military equip- 
ment were stockpiled at various overseas American bases. Antici- 
pating the end of the war, Congress enacted the Surplus Property 
Act of 1944, establishing policies and procedures for disposing of Gov- 
ernment surplus. Section 33(a) of this act provides as follows: 

It is the policy of the act to prohibit, as far as feasible and necessary to carry 
out the objectives of this act the importation into the United States of surplus 
property sold abroad or for export. 

Section 33(a) also provided for implementation of this prohibition 

olicy by the Surplus Property Board, which would promulgate regu- 
lations specifying the extent to which importation of surplus property 
would be prohibited. 
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Subsequently, the Surplus Property Board’s functions in this re- 
spect were transferred to the Department of State. The important 

int, however, is that under the regulations implementing 33 (a), as 
Found in 832 CFR, section 8508.56, Supplement 1946, as amended in 
1947, a number of items had been completely exempted from the pro- 
hibition and, under the regulations, were permitted to enter the United 
States without any restrictions during all or a large part of the pre- 
1949 period, including : various metals and scrap, various kinds of tele- 

honic equipment, various types of aircraft and their component parts, 
automotive parts, new and used trucks. ; 

The next items on my list include items which, at some point during 
this period, could have been admitted to the United States free, with- 
out restriction, but not at all points: graders, truck-tractors, parts for 
graders and tractors, steel containers, compressed gas cylinders, burlap 
bags and strips. 

This was based on the 1944 act. 

In 1949, while the Federal Property and Administrative Services 
Act was under consideration by the Congress, the Department. of 
Commerce recommended that a limitation similar to that of section 
33(a) of the 1944 act be written into the law, into the new law. 

As pointed out by the Timken-Detroit Axle Division of Rockwell 
Spring & Axle Co. in its brief before the appeal board of the De- 
partment of Commerce, which was reprinted at pages 123 to 143 
of this subcommittee’s published hearing last summer on this prob- 
lem, the most pertinent, if not the only, significant legislative his- 
tory of section 402 of the 1949 act is to be found in a memorandum 
to the Secretary of Commerce from Mr. Matthew Hale, Acting 
Solicitor of the Department, a copy of which the Secretary sent to 
the House committee considering the bill. 

Mr. Hale’s memorandum concedes that at that moment, 1949, im- 
portation of surplus without any statutory limitation would not 
have a disruptive effect on the domestic economy. 

He urged, nevertheless, that there be some provision for limita- 
tion to avoid the possibility of serious repercussions, as he said, which 
might flow from substantial imports of foreign excess property in 
the event economic conditions worsened. 

It seems clear from his memorandum and from the actual statu- 
tory language that no one intended that there be anything in the 
nature of a complete embargo on importation of surplus. Rather, 
the intent was that surplus be admitted when it served some affirma- 
tive, useful purpose in the economy, and that there be flexibility in 
the administration of that provision. 

Compelling support for this flexible interpretation of section 402 
is found in that portion of Mr. Hale’s memorandum which immediate- 
ly followed the portion of the memorandum I have just paraphrased 
and which, Mr. Chairman, was conveniently omitted from the 
testimony presented before this committee last year by the Timken 
Axle people. 

Mr. Hale went on to say in that portion of his letter which was 
omitted from the testimony before your committee : 

It might therefore be preferable at this time to provide for such a limitation 


on the importation of surplus industrial products to which exceptions could be 
made as presently through a regulation similar to that issued by the OFLC, Of- 
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fice of the Foreign Liquidation Commissioner, of the State Department. g 
a provision in the proposed act could be deleted by amendment at some ‘onal 
date when it was determined that the restriction was no longer needed, 

Mr. Chairman, I again wanted to bring to your attention the fact 
that this portion of Mr. Hale’s memorandum was convenient] 
omitted from the Timkin brief and from all testimony bearing on thy 
legislative history of section 402 as it was submitted to your sub- 
committee at its 1958 hearings. 

_ I want to remind you as well, Mr. Chairman, that in 1949, automo. 

tive parts, new and used trucks under the regulations, were exempt 
under the regulations and were allowed to enter the United States 
without any restrictions. 
_ Various members of our association representing importers of var. 
lous types of surplus property will now testify and will follow me 
as to the specifics of the matters which I have discussed in an intro- 
ductory way. 

In some cases, their customers are here personally to tell the com- 
mittee about the serious dislocations which are caused by their ip- 
ability to obtain necessary surplus equipment. 

Following the testimony of these members of our association and 
their customers, Mr. Robert R. Nathan, president of Robert R. Nathan 
Associates, Inc., one of the Nation’s outstanding economists, will tes- 
tify as to the economic aspects of the problem. Following Mr. 
Nathan’s testimony, I will conclude our presentation with a summary, 
a detailed criticism of the regulations, and some suggestions for im- 
provement. 

I think it would be helpful to the subcommittee in hearing this 
testimony which follows if I were to discuss briefly and quickly a 
— of the specific problems under the new regulations as presently in 
effect. 

First. Section 402 is administered primarily by the Business and 
Defense Services Administration of the Department of Commerce, 
This organization essentially represents the interest and the point of 
view of manufacturers. I say this, Mr. Chairman, because there is 
no representation of the surplus property importers or of the many 
small businesses which rely upon these imports. 

There is no representation from this group within this Administra- 
tion of the Department of Commerce. 

Under these circumstances, we seriously question whether our in- 
dustry and its customers can ever expect to get fair treatment froma 
procedure which depends upon the recommendation of that Adminis- 
tration in the making of its decisions. 

Second. The regulations deal with the problem of domestic short- 
ages in a completely unrealistic manner. For example, price con- 
siderations are not taken into consideration in determining whether 
or not a domestic shortage exists. We can show the absurdity of this 
by using a comparable example. The ready availability of Cadillac 
automobiles at $6,000 apiece would, under this reasoning, be regarded 
as evidence that there is no shortage of automobiles, even if no auto- 
mobile were available in the $2,000 price range. This overlooks the 
fact that there is in fact a separate and distinct market for low-price 
cars. We all know that a person who is in the market for a $2,000 
automobile won’t buy a $6,000 Cadillac if that is the only kind avail- 
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able. He just won’t buy an automobile at all or will buy a second- 
hand one if that is available at his price level. 

Third. The regulations say that a— 
product of specific grade, quality, or dimension is not considered to be in short 
supply if alternative usable grades, qualities, or dimensions are domestically 
available. 

As this provision of the regulations is administered, the Department 
of Commerce would conclude that there is no shortage of trucks for 
yse in the rugged terrain of California, if trucks specifically designed 
for use on flat terrain in New J wey were available. We have specific 
evidence with respect to that, Mr. Chairman. 

Fourth. The regulations, in our view, take a narrow view of what 
is beneficial to the economy of this country, a view, Mr. Chairman, 
which we do not believe is justified by the statute. They provide, for 
example, that the benefit must be over and beyond the fact that an 
aided supply of goods and materials would be placed in the economy. 

They provide that price considerations will not be regarded as an 
adequate benefit to the economy. 

In these respects, the regulations reflect a greater concern over what 
is beneficial to the manufacturers than what is beneficial to the economy 
ofthis country. ; 

Surplus property does not compete with newly manufactured prop- 
erty. Sales of surplus property take nothing away from the manu- 
facturers since those who buy surplus are not in the main interested 
in, and canot afford, new equipment. Those who can afford to buy 
new payment are not interested in surplus except perhaps for cer- 
tain highly specialized purposes. 

Sales of surplus property place equipment in the hands of people 
who use it for purposes which generate new production and additional 
income. 

Importation, reconditioning, sale, and use of surplus items all give 
rise to additional employment and expenditures and thereby provide 
benefit to the economy. 

Once again, Mr. Chairman, I should like to express my appreciation 
and that of our association for your hearing our testimony today. 

With your permission, we can hear from industrial witnesses. 

Chairman Dawson. Mr. Smith, Mr. Brown. 

Mr. Brown. I have two or three questions in my mind because we 
have struggled with this problem for a long while, as you know. 

First of all, I would like to say, Mr. Chairman, that Mr. Kampel- 
man has made a very good presentation and argument in behalf of 
the clients he represents. 

Mr. Kampetman. Thank you. 

Mr. Brown. And that the association has been very wise in their 
selection of counsel. 

May I ask you, when was the American Association of Surplus 
raeey Importers organized ? 

r. Kampetman. It is a newly organized association. 

Mr. Brown. I understand that it is a newly organized association, 
but I asked you when it was organized. 

Mr. Kampriman. Three or four months ago. 

Mr. Brown. Ninety to 120 days old. 

ow many members does your association have ? 
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Mr. KampretMan. We now have, I think, close to 20 surplus jp. 
porters represented in the association. 

Mr. Brown. You mean by that, 20? 

Mr. Kampetman. Members. 

Mr. Brown. Who are importers? 

Mr. KampetmMan. Exactly. , 

Mr. Brown. Of Government surplus items, primarily military 
surpluses? 

Mr. Kampetman. That’s right. 

Mr. Brown. Of course, we have struggled, as I said a moment ago, 
for a long time here in Congress, and also on the Hoover Commission— 
I was a member of both of those Commissions—with the problem of 
Government surplus, whether it be at home or abroad, and it 
has been a most difficult problem. It arises, in my opinion, from 
poor procurement practices because there is no question but that we 
found many evidences of overbuying by the military. I have noted 
in our past hearings quite often American industry was not reluctant 
to oversell the Federal Government. So the fault does not all rest 
entirely with the Government procurement officials, but the evidence] 
have been able to obtain in past investigations and hearings indicate 
a great many of these procurement officers wouldn’t work for private 
industry very long because they engaged in practices, in many in- 
stances, which were reprehensible. 

Let us ask you—of course, we found that many of these surpluses 
from abroad have been brought into this country, purchased at a 
ridiculously low price and sold sometimes for new, not for used, but for 
new, and in many instances sold in the original packing cases, and were 
actually new under every rule or every method of determining what a 
new product might be. 

Perhaps you have read the hearing that we had here. 

Mr. Kampetman. I did. 

Mr. Brown. In connection with brake bands. 

Mr. Kampetman. Yes. 

Mr. Brown. For jeeps, which was a perfect illustration of what we 
are talking about—purchased at a high price and sold at a very 
low price and put out in competition with dealers who have to make 
their living selling repair and supply parts, and also with the people 
who have to manufacture these parts in this country. 

Now, the price paid for those parts was what, about one-tenth of the 
actual cost to the Government—that is, these brake bands? I use that 
only as an illustration. 

Mr. Kampetman. Iam glad you do, Mr. Brown. 

Mr. Brown. Of course, we found there that they purchased a great 
many more repair parts for the jeeps the Government owned than they 
kept in stock for jeeps which were owned by civilians—I think the 
ratio was about $8 in total repair parts for jeeps kept for sale to civilian 
users and $600 for the Government-owned jeeps, which was evidence 
of overselling, of course. 

But I am wondering if you can tell us, as counsel for this associa- 
tion, the approximate value of the imports of military goods into this 
country. surplus goods? Do you know? 


Mr. Kampetman. Mr. Brown, may I comment on a few of your 
comments ? 
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First of all, let me say that I am aware of the work that you per- 
sonally have done as a member of the Hoover Commission because I 
had a personal interest in the work. I knew some of the people who 
were involved in it and I know of the recommendations with respect to 

rocurement that you made, and I know of the inefficiency you found 
within the Defense Department, and I know I speak for the members 
of our association when I say that we hold no brief for bad procure- 
ment policies, if they exist, or for the waste in purchasing that exists. 

We are presented with surplus after somebody has made a determ- 
jnation that it is sarge. _We do not make that determination. Some 
property disposal officer in the Department of Defense says, X ma- 
terial is now available for sale as surplus. We move into that situa- 
tion and attempt to make a living in that business. 

We therefore are extremely pleased as taxpayers when inefficiency 
inthat area is corrected. 

With respect to the comment you made about some of the material 
being purchased at low prices and sold back to the Government at 
higher prices, and even perhaps sold in a misleading manner by going 
in the original package case, I have looked into this matter personally 
now for the last year or so. I think it is true—we have found, for 
example, that some manufacturers, Mr. Brown, some manufacturers 
purchase as surplus equipment the items that they had originally sold 
tothe Government. I don’t know and will not allege, because I don’t 
know, really, that they in turn resell this to the U.S. Government at 
higher prices. 

If they did, I would consider this to be a most unfortunate develop- 
ment and one that should be condemned, and steps should be taken to 
remedy it. 

When we buy, however, we are not in a position, in our business, of 
selling directly to the Government. 

‘We don’t sell to the Government. When we buy, we frequently 
buy material that is in cartons. 

Mr. Brown. Let me just stop you right there for a minute. 

Mr. KamreitMan. Please, please. 

Mr. Brown. I am sure you wouldn’t want to make a misstatement 
of facts. 

Mr. Kamretman. I don’t want to. 

Mr. Brown. But there has been case after case documented where, 
not the manufacturers, but other purchasers of Government surpluses 
have turned around and sold them back to the Government, or to other 
branches of it. 

Mr. Kamretman. I think that the evidence on that has been that 
some of the material has entered the domestic market and ended up 
back inthe Government. I want to say to the extent that this happens, 
none of the people that are in the business of this on a full-time basis, 
or on a professional basis, has ever been involved in it. I do want 
tocomment on the brake linings. 

Mr. Brown. Don’t wager any money on that. 

Mr. Kamretman. I won’t, but I wanted to say that the issue that 
dramatically illustrates this is the brake linings which came up before 
the testimony last year. 

_I attempted to do some research into this question of the brake 
linings. On every one of the points raised last year, I told the mem- 
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bers of our association I would like to know what the facts are, if we 
had anything to do with it, or if we know anything about it. 

I did get a report on brake linings which I would like to at least 
briefly tell yow about. I have it right in front of me in notes. These 
brake linings that were talked about last time were originally pur. 
chased in Germany. They were transported to a German port. They 
were then moved to New York, where they were warehoused. They 
were examined in a New York warehouse. I understand from the 

opie who were involved in this business, that there was some, ve 
Fittle, defective material found in it when they examined it, and they 
discarded that defective material. 

They then repacked the brake linings and offered them for sale, 
About 50 or 60 sets of those brake linings, a very small number, 
were wholesaled in the United States and into the United States do. 
mestic market. 150,000 sets of those brake linings were sold not in the 
American economy, did not enter the American market, but were sold, 
these specific brake linings, to the Philippines. These were sold, 
from what we have been able to ascertain, in three sales, not in one 
sale, but three separate sales. 

They were sold at an average price of 55 cents f.o.b. New York, 
boxed. They were purchased in Germany for 34 cents. They were 
then shipped to this country, you remember, warehoused and ex- 
amined, and sold for 55 cents to the Philippines, not in the United 
States. 

The acquisition cost, new, is $1.25. For the U.S. manufacturer of 
these brake linings to sell those brake linings in the Philippines would 
have meant, since they are selling them new to the U.S. Government 
for $1.25, I assume they would have to sell them to the Philippines for 
$1.25, maybe plus transportation costs. The 55 cents, which was the 
subject matter of the price in the Philippines, was arrived at com- 
petitively because these brake linings were competing with Japanese- 
manufactured brake linings in the Philippines. If the price were 
higher than 55 cents the sale would not have been made and the Jap- 
anese brake linings would have been purchased. Therefore, it is 
clear that if the American manufacturer tried to enter that Philippine 
market for $1.25, he would not have had a market. 

So, in effect, as we look at this particular transaction, what we see 
is that this horrible example that was used did not enter the U.S. mar- 
ket at all. And, secondly it did not hurt the manufacturer because 
the manufacturer could not conceivably have competed in the Philip- 
pine market. 

I ask you, sir, to have some patience because, during the course of 
our day, we will attempt to go into some other of these illustrations, 
but I want to again repeat that wherever there are abuses, we share 
your concern to eliminate those abuses. 

We feel, however, that what has happened is that in an effort to 
stop certain alleged abuses, the pendulum swung so far that we were 
not in position to do business today. 

Now, in response to your question as to the amount of material that 
enters the United States—— 

Mr. Brown. Go ahead. 


Mr. Kampetman. In response to your question, our economists have 
made a rather thorough study of this. They have the best available 
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res on an annual basis of what has come into the United States, 
and Mr. Nathan will soon testify, if you can wait for his testimony. 
Otherwise, I can ask him now and he can answer you at this point. 

Mr. Brown. Of course, we are limited for time here. First of all 
Jet me say I think that my original judgment that the association you 
represent was wise in selecting counsel still stands because you have 
made a very good statement for your side of the case. 

Of course, it does not jibe with other testimony we have received. 

Mr. Kampetman. I knew that, which is why I presented it—— 

Mr. Brown. We have to try to pass judgment on who is right and 
who is wrong. 

Do you mean to say that as able as you have demonstrated yourself 
to be, you cannot answer the question definitely without a great deal 
of explanation as to the amount of these surplus goods which have 
come into the United States ? 

Mr. Kampetman. We can answer that very clearly. Mr. Nathan 
has the figures. 

Mr. Brown. Don’t you have them ? 

Mr. Kamretman. I will tell you the problem if you want to know 
the problem. 

Mr. Brown. I don’t want the problem; we know what the problem 
js. We have been well acquainted with that for a number of years. 
What we are trying to do is get a little information. 

Mr. Kamrerman. The answer to that question is that nobody has 
that information, Mr. Brown. 

Mr. Brown. If you dono have it—— 

Mr. Kamre_man. But we tried the Department of Commerce; we 
have tried the Defense Department. 

Mr. Brown. Can you tell me one other thing: 

Do you know the percentage of price, on the average, that you pay 
for this surplus property—that is, percentage of the cost ? 

Mr. Kampre“Man, Yes. 

Mr. Brown. What is that? 

Mr. Kamretman. It varies on the competitive picture. It runs 
anywhere from 7 to 8 to 10 cents to the dollar to maybe 20 cents on 
the dollar. 

Mr. Brown. Then do you have any figures or any information as 
to the percentage of sales price based on the cost of what you sell it 
for.on the average ? 

Mr. KampetmMan. What we sell it for? 

Mr. Brown. Your association. 

Mr. Kamretman. This depends completely on the item. 

Mr. Brown. I understand that ; but the average. 

Mr. Kampetman. We have no average for this reason, because with 
some of our equipment we have put into reconditioning more than 
double the amount that we pay for it. With some of our items, we 
don’t. I used one illustration of brake linings purchased for 34 cents, 
and sold for 55 cents. 

Mr. Brown. I heard that. 

Mr. Kamretman. I am sure there are also illustrations where we 
purchase for $2,000 and sell for $12,000. 

r. Brown. To save time, you don’t have any figures on the average 
resale price, that is, based on cost ? 
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Mr. Kamreitman. No, because it varies from item to item. 

Mr. Brown. It runs from 7 or 8 percent to 20 percent of the origina] 
cost value price according to conditions, I presume, and distance away 

Mr. Kampetman. According to the competitive picture. ; 

Mr. Brown. Well, sometimes there isn’t too much competition, | 
might add, in the submitting of these Government surpluses. ; 

Mr. Kamretman. That’s right. 

Mr. Brown. We have had a perfect illustration here, Mr. Chair- 
man; for this committee has been working on it recently. The Fed- 
eral Government and the military, the Defense Department bought 
and have been selling as surplus a great supply of embalming com. 
pounds. At your instructions, the committee investigated it. They 
shipped these compounds back into this country, and dealers bought 
at_a very low price, reselling it as surplus, while other branches of 
the Armed Services turn around and buy new compounds. This, of 
course, is perfectly illustrative of what we run up against, that pro- 
curement policies are bad and that while one division of the Govern- 
ment is selling something as surplus, and somebody is making a profit 
off of it, another division or agency of the Government is buying the 
very same product. Of course, those who are really harmed are the 
taxpayers of this country. 

After all, in my opinion, this committee or this Congress is not 
particularly interested in the welfare of any one group, any specific 

roup like the 20 you represent, or a group of manufacturers who may 
be more in number, but we are interested in the average citizen and 
what the effects of this thing has on the average citizen who pays the 
tax money spent by our Government. 

Now, we get two ways—I am saying this and then I am through, 
Mr. Chairman. We have complaints from you people, as you have 
very ably presented them here, that you are not being treated fairly 
in connection with the sale of, surplus overseas supplies, mostly mili- 
tary. Yet, we get a great many more complaints from retailers, 
wholesalers, and manufacturers of products that the sale of such 
surplus goods is unlimited, and that uncontrolled sales of such sur- 
pluses injure their business, their employees, and their profits. We 
also get complaints from labor organizations that it interferes with 
employment of their members in this country. 

So I am sure the law we have been discussing here today, whether 
it is a good law or a bad law, was certainly drawn with the thought 
and the purpose and the intent to protect the general public interest 
as best we can. 

Sometimes, such laws may work a little hardship on some particular 
individual or some particular group, but the great general public in- 
terest is what we have been attempting to serve, both in the Congress 
and in the Department of Commerce. 

The question of what we are going to do about it, how we can solve 
your problem, is a rather difficult one. I hope you people understand 
that, as we go on. 

Thank you, Mr. Chairman. 

Mr. Barry. There are no questions, Mr. Chairman. 

Mr. Kamprenman. May I associate myself with the remarks made 
by Mr. Brown and say that we agree completely with his statements 
and we believe that 
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Chairman Dawson. You may associate yourself with those remarks 
made by Mr. Brown. 

Does the Department have any questions they would like to ask this 
witness ? 

Mr. Drumm. I don’t think we have any questions. 

I would like to say this, though, that as far as the Department of 
Commerce is concerned, there is no embargo as such. We are con- 
sidering every case on its own individual merits. 

Chairman Dawson. We appreciate that. 

Mr. Drumm. We have industry division reports made by our com- 
modity specialists and make a determination in every case on its merits 
as it comes along. a 

Mr. Rintets. We do have some information as to the quantities of 
disposals of a foreign excess property which may be of interest in 
connection with Mr. Kampelman’s testimony. 

For the fiscal year 1957, the total disposal by the Department of 
Defense, which generated by far the greatest part of all the foreign 
excess property, amounted to $610 million; for fiscal year 1958 the 
amount rose to. $872,544,000.. 

In terms of return to the Government on property, it varies, of 
course, according to type. c 

Some of the property was scrap. Some of it was usable or for 
salvage. 

On the property that was usable for salvage, the rate of return was 
on the basis of 7 cents per dollar of acquisition cost in fiscal 1958. 

In fiscal 1957, it was somewhat higher. It was 11 cents per dollar 
of acquisition cost. That applies only to the property which was 
usable or for salvage. 

I would like to make an observation on one or two points in Mr. 
Kampelman’s statement in the interest of technical accuracy. 

The foreign excess property which is the subject of this hearing may 
or may not be property of U.S. origin. There is no legal requirement 
that it must be. , 

If, for example, we acquire through offshore procurement as is 
sometimes the case and subsequently dispose of the property, it has 
the same status as foreign excess property. 

Now, there is a feature which I think was not brought out in Mr. 
Kampelman’s testimony which is also of some consequence to the 
committee and that is that where property is of U.S. origin and it 
is disposed of abroad, it is returned to the United States free of 
duty and for that reason it has a somewhat greater competitive effect 
than it would otherwise have. 

Chairman Dawson. Thank you very much and thank you, Mr. 
Kampelman. 

Our next witness is Mr. Ray Groban of the Groban Supply Co., 
Chicago, Ill. 


STATEMENT OF RAY GROBAN, GROBAN SUPPLY CO., CHICAGO, ILL. 


Mr. Gropan. Thank you, Mr. Chairman. I am Ray Groban of the 
Groban Supply Co., Chicago, IIl., a member of the National Associa- 
tion of Surplus Dealers. 

Chairman Dawson. I have talked with you. 
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Mr. Grogan. I am also secretary of this recently organized group 
we have discussed here this morning, the American Association of 
Surplus Property Importers. 

I am here this morning to discuss the role of the surplus property 
dealers, what they do for the country, what they do for themselves, 

I am holding myself out as an example of it since I have been q 
surplus dealer all of my adult life. 

hairman Dawson. It hasn’t been so long ago, has it, Mr. Groban? 

Mr. Gropan. I am 36 years old. I have been a surplus dealer 
since I was released from the-U.S. Air Force and in fact I bought 
my first wad of surplus property in Houston, Tex., just after I had 
been released from the Ellington Air Force Base. 

At that time, Mr. Brown, the surplus: property was being disposed 
of by the Reconstruction Finance Corporation. 

Mr. Brown. Did you have your eye on that property before yoy 
got your release ? 

Mr. Grogan. At that time I didn’t know very much about surplus 
and 15 years hence or 14 years hence, I don’t know how much more] 
have learned but it sure has been an education. 

Groban Supply Co. employs 15 people. We qualify as a small 
business by every definition of the U.S. definition of small business, 
We operate at 1139 South Wabash in Chicago where we occupy the 


fifth, fourth, and sixth floor and the basement, a total approximately - 


of 36,000 square feet jammed with surplus, some of which we cant 
sell, incidentally. 

Our business is buying surplus and selling it and our particular 
efforts are in the fields of pumps, generators, hydraulic equipment, 
and recently in diesel engines. 

We have devoted all of our time and effort and all of our personal 
money and flying pay and everything else that we could to get started 
in the thing. 

We have had some lucky breaks, and we have had some very, very 
discouraging and disheartening disappointments. 

We have tried through the history of our company to operate 
the surplus that we have bought. 

When I was going to college in Chicago, the University of Chicago, 
I considered the question of conservation of assets, and that is related 
to the question of surplus property, be it surplus property that origi- 
nates in the United States or overseas. For the purposes of my 
discussion this morning, I am lumping them as one. The material 
that is built for the Government falls generally into two categories, 
one of which is generally identified as commercial material that can 
be sold in its present form and requires no unique merchandising, 
engineering, or processing. 

The second category would be those items built directly and 
uniquely for the military to serve solely a military function. Per 
haps that would be best illustrated by a gunsight or a bomb rack. As 
we show later on, we devoted considerable time and effort into modi- 
fying a hydraulic traversing mechanism that was designed as part 
of the eat gear in a 40 mm. antiaircraft gun, solely a single pur 
pose item built for, as I say, antiaircraft purposes. 

We purchased this item and we added value to it. We can say 
that a large portion of the original value in there that all of us tax- 
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yers have originally paid for it, we saved it from the scrap mer- 
chant who would have paid maybe 75 cents or a dollar for the unit 
and we elevated it to a hydraulic transmission, a usable commercial 
article. its 

In order to do that, we had to spend originally five times what we 
aid for the item and as one of the benefits we reap from it, we 


subsequently received competition from four of our surplus com- 


titors who were able to pick our brains by simply obtaining one of 
our catalogs and buying one of our hydraulic transmissions. The 
next time they came up for sale they bid six times the price they 
went for the previous time. 

I am pointing that out because this type of operation in surplus 
ups the value of surplus. It recovers a greater amount of money to 
the taxpayer in terms of direct return to the Government, and also 
it offers to our customers an opportunity to participate in an item 
at a lower price than they could find elsewhere. 

In many cases, a unique item 

Mr. Brown. To whom do you sell such antiaircraft tracking device 
after you ingeniously alter it? 

Mr. Grospan. I want to—— 

Mr. Brown. I don’t want to see that. I just want to know who 
you sold it to. 

Mr. Grozan. May I show it to you anyhow, sir. 

Mr. Brown. It’s alright, sir. If you are from Chicago, you can 
do about anything you want to here. [Laughter. ] 

Mr. KampetMan. I think he wants to oa a sale. 

Mr. Brown. Could you answer my question ? 

Mr. Grogan. Who do we sell it to? 

Mr. Brown. Who is buying this antiaircraft tracking device out- 
side of the Government or some agency thereof, transmission, or 
whatever it is? 

I am not a technical expert, I can assure you. 

Mr. Grosan. This is the unit as it is, complete, and will operate 
a midget car. 

Mr. Brown. I don’t know any more about it now than I did be- 
fore. All I want to know is who do you sell it to? 

Mr. Gropan. I am about to tell you. The people who build a 
midget car for their kids attach a little gasoline engine and with this 
device they are able to get infinite variety of speeds. 

Mr. Brown. So you don’t sell any to the Government? 

Mr. Gropan. When we are done with it, it is not a traversing 
mechanism. 

Mr. Brown. It wasn’t converted to military use? 

Mr. Gropan. No, sir. 

_ Mr. Brown. That answers the question. You could have answered 
it 5 minutes ago. 

Mr. Gropan. I didn’t get the publicity. [Laughter.] 

Mr. Brown. There is a slight charge in this committee for publicity. 

Mr. Grozan. The function of this transmission is not military 
when it is produced by us. Its character as a military piece is com- 
peely changed. We remove the controls. We remove other things. 

8 place it in this box which we buy, American steel and labor and 
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everything else that goes into it, the controls and design and engineer. 
ing and all. 

Incidentally, part of the engineering and testing was.done by the 
Illinois Institute of Technology because we were not clever enough 
to do it ourselves. 

Mr. Brown. Another plug, Mr. Chairman. 

Mr. Grosan. I am just illustrating to you, sir, the lengths we haye 
gone to to convert this material to our profit—that was our main 
interest—but ultimately it is to the profit of the United States, 

Mr. Brown. Wait a minute. The Government didn’t make any 
profit off of what you did to this, did they, except as they might 
collect a tax on it? 

You bought it at a certain price and then you expended five times 
as much to make it this way and what did you sell it for in proportion 
to your original cost ? 

Mr. Grozan. What happened, we bought the original raw unit for 
$5 and we spent $15 in converting it. 

The next time it went up for sale our competitors bid $12. 

Mr. Brown. What did you sell yours for? 

Mr. Gropan. $54.50. 

Mr. Brown. That isa pretty good profit. 

Mr. Grozan. I think it is pretty good profit. 

Mr. Brown. No wonder Chicago is such a great financial center, 

Mr. Grosan. It brings up another point we suffer with. 

We are limited because we cannot continue to find these transmis- 
sions so there is no longevity to our business. We must continually 
search for new articles, new items. If our competitors in the surplus 
business don’t beat us to it, that is. 

Now, I wanted, Mr. Chairman, however 

Mr. Brown. The Government benefited because your competitors 
a a higher price the next time; is that where the Government came 
in 





Mr. Gropan. The next time on four successive sales. 
Mr. Brown. You helped your Government that far. We con- 
gratulate you. 

Mr. Grosan. What has happened, instead of having only hydraulic 
transmissions for a sale in the country, we now find that Roberts 
Electric from Chicago, incidentally, and C. & H. Electric from. Mil- 
waukee, and Beyers Sales Co. in Alaska are also selling hydraulic 
transmissions for less money than I am, and they paid more to the 
Government on it. 

The margin of profit that you were discussing, Mr. Brown, is illus- 
trated by our year-end report where we reported 9 percent profit on 
overall sales. 

We have an average markup, or an average margin of profit, of 35 
percent. We have seen it shrinking over the years. Our expenses have 
continued to rise and our margins have gone down because parallel 
to this highly successful one that I was boasting about. we have other 
items in the catalog that we are stuck with, as do others, including 
the surplus dealers in this room. 

The problem of buying this surplus is that we are pressed to make 
a decision. There is a bid opening at a certain date and there is 
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uantity offered for sale and we either put in a bid to buy it or we 
don’t bid. ; , ew he bid 
Generally, the time between issuance of the invitation and the bi 
ning is such that. we cannot do in that time an adequate job of 
oroughly engineering an item to know whether it can be successful 
or not. So, on a limited information, we take these speculations or 
risks, if you will. Occasionally, we come up croppers. 

Chairman Dawson. What is this complaint 4 ul 

Mr. Gropan. My complaint to the committee, sir, is that we do not 
have access to the material overseas. This article that I was telling 
you about, this hydraulic transmission, was purchased in part in Ger- 
many from the U.S. Army. me 

Chairman Dawson. Any questions, Mr. Smith? 

Mr. Suiru. No questions, Mr. Chairman. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. I am through. 

I want to congratulate him on being a good businessman. 

Chairman Dawson. Mr. Barry. 

Mr. Barry. Not at this time. 

Chairman Dawson. Thank you very much, Mr. Groban. 

Mr. Kamretman. Mr. Groban hasn’t really gotten into his testi- 
mony yet. He misunderstood your question. Mr. Groban hasn’t 
really gotten into his testimony as yet. 

Chairman Dawson. Will you get into your testimony, Mr. Groban? 

Mr. Gropan. We serve 65,000 customers. I brought along a group 
of invoices to show you the type of customers that we serve and the 
value of their individual invoice to indicate to you that the people 
that we are serving are essentially small business; individual sales are 
small. Our average catalog order over the last few years has varied 
from $50 to $52. 

Chairman Dawson. What is your complaint relative to the Depart- 
ment of Commerce and its rulings? They would like to know it if you 
have any. 

Mr. esa, We have demonstrated, we believe, on several occa- 
sions to the Department of Commerce that the material that we wanted 
to bring in from overseas would benefit the economy of the United 
States. 

We have demonstrated shortage of supply. But since the regula- 
tion that was promulgated in January 1959, the interpretations have 
been rigid, and they are essentially putting us out of the business of 
buying overseas. Let me cite a perfect example to you that occurred 
within the last 30 days. 

In this catalog we offer a G—1 oxygen tank, a 9-gallon stainless steel 
converter that we convert for use with an air compressor. We have 
recently purchased a truckload of those tanks here in the United States 
for $6.25 apiece. We sell them for $12.50. 

The same material is offered in Burtonwood, England. We bid and 
won at $3.85. We didn’t bid the $6.25. With the difference in freight 
we knew from previous discussions with our colleagues and with the 
Department of Commerce that this item would not qualify to come 
into the United States. 

At that instant, the United States lost the difference between $3.85 
and $6.25 for no good reason. 


0 
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Mr. Brown. Did you ever figure out what the American ‘many. 
facturers of the same product might have lost as a result of not being 
able to sell their own product in competition 

Mr. Grosan. Mr. Brown, the article that I have just discussed wag 
made solely for the B-29 bomber and the B-36 bomber. There ig no 
civilian tank made at all like that, neither in the shape, the contents 
northedesign. This is uniquely a military product. 

Mr. Brown. Who did you sell it to after you converted it? 

Mr. Grospan. We sold it to people who would fill it up with air and 
would put it in the trunk of their car and have an air supply in cage 
their tire went down and they wanted to pump it up again. 

Mr. Brown. Were not the manufacturers in the United States 
making the same kind of tank for automobile drivers to have? 

Mr. Gropan. There are variations on this unit. I might add that 
the bulk of these tanks in the United States are available on surplus, 

Mr. Monteomery. Mr. Groban, how many applications for importa- 
tion " surplus have you had turned down by the Commerce Depart- 
ment 

Mr. Grozan. I cannot tell you without going into my files. May 
I go through it? 

Mr. Monteomery. Give us an estimate. 

Mr. Grozan. Yesterday, sir, I called up Mr. Lovell, at the De: 

artment of Commerce, followin a telephone conversation with him 

fore in which I told him that there was a very urgent case that te- 
quired immediate consideration because there was a sale opening 
today in Kaiserlautern. I spelled out to him the problem. 

I have the paperwork on that right now which I will be pleased to 
show you. 

Mr. Montcomery. That was a formal application that you made for 
import license or just a telephone conversation ? 

Mr. Grogan. I had written up the formal application which I have 
here, sir, and was to take it over yesterday morning where I was ad- 
vised that Mr. Drumm was busy, as well as the other people concerned 
with this meeting here, and they could not act on it. 

Mr. Monrcomery. So they lone not acted on that application fa- 
vorably or unfavorably ? 

Mr. Gropan. They have indicated to me—I am speaking for Mr. 
Lovell, of course—he indicated that this would all be subject to re- 
view by the others, but he said on previous review of identical cases, 
he could offer me no hope. 

Mr. Drumm. May I ask whether or not this application has in fact 
been filed ? 

Mr. Gropan. As I indicated to you, Mr. Drumm, when I spoke to 
Mr. Lovell, I was prepared to put this in his hands yesterday morn- 
ing, and he said that he could give me no action. 

ould you like to know about this application ? 

Chairman Dawson. It has not been filed yet with them; they have 
not refused you. They may have good reason to. 

How many applications have you made to the Department that have 
been turned down ? 

Mr. Grosan. From what date, sir? 

Chairman Dawson. From the time—— 

Mr. Monteomery. The time the new regulations went into effect. 
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Chairman Dawson. January 15. 

Mr. Gropan. I am sorry. I can’t tell. Perhaps two or three. I 
would not like to be held to that. 

Chairman Dawson. Will you ascertain the number and give it to the 
committee ? : 

Mr. Grogan. At the end of the morning, sir? 

Chairman Dawson. Any time within the next day or so. 

Are there any questions ¢ 

Mr. Smitu. Do you in the course of business sometimes intend 
to make an application and then not make one due to telephone con- 
yersations or something ? 

Mr. Grogwan. Prior to this, we have been able to learn quickly 
whether there have been certain exclusions against which an applica- 
tion would be hopeless, prior to——., 

Mr. Smrrn. In the normal course of business, do you telephone 
first or make your application formally ? 

Mr. Grosan. I have telephoned occasionally, sir, because the prep- 
aration of an Sppsanen and the working up of the paperwork is a 
long, tedious, and expensive job. 

If we are led to believe that there will be no hope whatsoever, I 
would just as soon chuck the items. 

Mr. Smiru. Since the regulations changed in January, have you 
failed to file applications because you were discouraged, in addition 
to the two or three you filed ? 

Mr. Gropan. Mr. Smith, I filed an application in January 1959, 
that took me 11 weeks to get an answer. cease a correspondence file 
this thick [indicating] with the Department of Commerce. I spent 
$45 or $50 in long-distance calls after I filed the applications asking 
them for a reply. 

Mr, Brown. Mr. Smith, if you will yield, I might mention that is 
about par for the course, that 11 weeks. It takes us about that long 
to get an answer, for some reason. 

Mr. Gropan. The regulation we are governed by indicates that they 
will try to answer in 10 days. It is impossible to run a business that 
requires 11 weeks for an answer, and continual effort during those 
11 weeks to get that. 

Mr. Smrrx. Since January, then, how many times have you failed 
to file an application because you were discouraged to file one? 

Mr. Gropan. I would say at least 15 times. 

Mr. Smrru. So actually the number of formal applications you have 
filed doesn’t reflect how many times you have wanted to purchase 
items; is that right? 

Mr. Grosan. No, sir. This single instance with generator sets 
eventually had to go before the appeals board, and incidentally we 
won, which gives you an idea of the stress and strain and rigor of the 
problems that we are facing here. I filed that application before 
the application blanks were actually printed but after the regulations 
were ee 

I filed exactly in the form prescribed by the regulations. 

During that 11 weeks’ time I was unable to get an answer, sir. 

In fact, I wrote to Senator Douglas who had to write to the Assist- 
ant Secretary of Commerce in order to get an answer. 
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Chairman Dawson. Do you have any questions you would like to 
ask this witness ? 

Mr. Rintets. May I consult for a moment, sir? 

Mr. Brown. In the meantime, may I ask just this one question? 

Mr. Gropan. Yes, sir. 

Mr. Brown. Have you, because of the toughness of the situation 
you face, ever given any thought, as we have here in Congress, often, 
of just getting out of the business ? 

Mr. Grozan. Well, as a matter of fact, we are slowly drifting out 
of it. If you would glance through my catalog, you see that to fil] 
up the holes left by selling out of surplus items we have gone into 
manufacturing new items. This is the normal evolution of a suc. 
cessful surplus business. 

Mr. Brown. And should be, of course, because you can’t expect the 
Government to continue selling surplus forever. 

Mr. Grogan. We have never been able to judge the end of the line, 
We have spoken to the Defense Department and asked them when 
this thing is going to end and they raise their hands and say, “Well, 
we are on a $40-billion-a-year defense appropriation; I don’t know.” 

Mr. Brown. I think you are in the same position that: Members of 
ae are in. We are never able to judge the end of the line, 
either. 

Mr. Rintets. I would like to say, Mr. Chairman, that the case which 
Mr. Groban has mentioned to the committee was a difficult and un- 
usual case. It arose during the transition period between the old 
and the new regulations and there was a difficult problem of applying 
the criteria under the regulation to that case. 

The case was considered very carefully within the Department 
and it was finally decided by the appeals board. 

Now, the appeals board reversed the decision of the foreign excess 
property officer. There was serious question as to the area of com- 
petition in that case. 

It is by no means typical of the cases which have been processed 
before the foreign excess property officer. 

Mr. Gropan. This is an expression that Mr. Rintels, of course, is 
entitled to on that, but I might tell you, sir, that we got an answer 
on this June 4 from the appeals board, when we filed for this in 
January. 

I respectfully suggest that 6 months between the application and 
the final determination is not the way to run a business or, if you 
will excuse me, sir, a Government department. 

[| Cries of “bravo.” | 

Chairman Dawson. I was about to bring you to a close. We have 
some other witnesses. 

If there is any specific thing that you would like to say, say it, in or- 
der that we might give the others a chance to tell their story, those 
who have asked to be heard. 

We asked the Department to come down. The Congress is in the 
business of representing the people and when a situation develops 
that we feel that their businesses and so forth are affected, we think 
they ought to be given a hearing and we have endeavored to give 4 
hearing to this group just like we gave to the importers and so forth, 
the manufacturers, Tieotofoee, and if you have any other specific 
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instance, we would like for you to state it in order that we might go 
to the next witness. 

Mr. Gropan. There are two points that need the committee’s con- 
sideration. ' 

No. 1 is the question of concurrent licensing, sir. Under the regu- 
lation now at hand, articles that by definition fall within the category 
of arms, munitions, and articles of war require an import license into 
the United States. We are registered, No. 3165, with the State 
Department, as importers and exporters of arms, ammunition and 
articles of war. 

On various occasions we have solicited and obtained licenses to 
import articles of a military nature that qualify under their definition 
as arms, ammunitions and articles of war. 

However, to properly import that material back into the United 
States we also require a license from the Department of Commerce 
based on different criteria than that of the State Department so that 
the military articles which would appear to be the least competitive 
to the economy of the United States, are subject to dual licensing in- 
stead of one. 

I would respectfully suggest that if a license was granted by the 
State Department under considerations of national security, the 
prima facie evidence, it would be prima facie evidence that importa- 
tion would be to the security benefits of the United States, and that 
material should be let in. 

The second item I would like the committee to consider is that of 
lend-lease material. 

My experience with lend-lease has been this, sir. Prior to June 
1958, when I had been able to demonstrate to the foreign excess prop- 
erty officer that the material I bought or proposed to buy overseas was 
of lend-lease origin in which the title had passed in the United 
States, he had given me an undertaking in writing that the foreign 
excess property officer would interpose no objections to the return of 
this material since it was his consideration, based on judgment of 
counsel, that the foreign excess property officer had no jurisdiction 
over the material. 

I am speaking of material that was frequently bought and trans- 
ferred to the British War Shipping Board in New York City. They 
would take it overseas and eventually, 15 years later, dispose of the 
material. 

Under regulation No, 1, dated January 1959, the interpretation 
changed entirely. In fact, it is very vague, and I have been unable 


_ to pin down the true defintion of lend-lease and whether the criterion 


of transfer of title was really valid. I know I have received a let- 
ter from the foreign excess property officer in which he has placed 
the burden upon me to prove to him that the material I am going 
to import is foreign excess property and not regularly returned 
o_o goods, which is contrary to the language of regulation 

0, 1, 

It leads me to wonder what I am to do, since, on page 3 of that 
regulation, there is a whole page devoted to the penalties one were 
to suffer if one went wrong with the Department of Commerce, and 
Tam steering very clear of that. I have sought clarification and 
Ihave not received it. 
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Chairman Dawson. You need a good lawyer. 

Mr. Gropan. A business administration graduate. 

Chairman Dawson. Is there any other question ? 

Mr. Grosan. I was going to make one other point in refereneg to 
the discussion that Mr. Fascell had with Mr. Parker last year. I am 
referring to pages 116 and 117 of the hearings before the subcom. 
mittee, entitled “Importation of Foreign Excess Property.” 

Mr. Fascell, I believe, reached into the heart of this matter when 
he was speaking to Mr. Parker and he said: 

Why is it not good business for you to bid on this stuff and bring it in your. 
self, and sell your own stuff again? Why let some other guy compete? Why 
do you not compete with him on the purchase of foreign excess property that 


involves your company? You would make a lot more money than you do pro 
ducing it. 


Mr. Parker said: 


I agree with you. We are not in that business for one thing. We have no 
way of knowing other than if we were to contact all of these disposal agen. 
cies, of which there are a great many. 

I would like to advise you, sir, that the Superintendent of Doey- 
ments publishes a booklet entitled “How To Buy Surplus Property,” 
which is available for 15 cents and lists every surplus property dis- 

sal agency operated by the U.S. Government, b 

nited States and overseas, and it indicates all rules and regu 
lations. 

I would welcome all of our manufacturers coming in and bidding 
on this material because it would increase the competition and would 
increase the amount of return the Government would get, would 
make. 

I might point out as well that one of the companies identified on 
page 113 by Mr. Parker, as one of his competitors—I am speaking now 
of Clark Equipment Co.—is doing that very thing. Their representa- 
tives are at many of the U.S. Government sales bidding in their own 
name and buying hand over fist, taking in vast quantities of new Gov- 
ernment surplus material at low prices. It serves them twofold, be- 
cause it reduces their problem of manufacturing the stuff and also they 
bid it up at a price so that if somebody else gets it, they get it at a prica 
that is no longer competitive to Clark. So I would say that Mr. Par- 
ker may consider serving his company by spending the 15 cents 
and learning how to buy surplus property and bidding against every- 
body else in this country because I have a list of multimillion dollar 
companies who are doing the very same thing, who are buying back. 


themselves after t 
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Granby Meter—the list is long and I could go on and on. I am sure 
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We welcome them; they have an equal right to buy that material 
gsyouorl. Their dollar is no different than anybody else’s. 

itr. Brown. It brings a higher price for the Government. Is that 
satisfactory to you? 

Mr. Gropan. If we can beat them, that is pure competition. We are 
not looking for any special privilege and respectfully suggest that the 
are not entitled to any, either, since surplus property is everybody’s 
property. It belongs to all the taxpayers. 

Mr. Sisww. You contend they get a special privilege in bidding; 
or do they have to pay a higher price ? 

Mr. Gropan. They have an equal opportunity to bid, as do all of us. 

Mr. Brown. I don’t want to get into that. I just want an answer 
tothe question. 

Mr. Gropan. The bids are sealed. One man’s dollar is as good as 
the next man’s. 

Mr. Brown. That is what I wanted to know. 

Mr. Gropan. If his bid is high, he wins; if it is low, he loses. 

Mr. Brown. That competition brings higher returns, usually, to the 
Government. 

Mr. Gronan. It certainly does. 

Chairman Dawson. Thank you very much, Mr. Groban. 

Mr. Kampeiman. May we submit a written statement supplement- 
ingsome of the material Mr. Groban has given us? 

Chairman Dawson. We will be happy to have a written statement 
setting forth some of the things that are on his mind. 

The next witness will be Mr. Berger. 

Mr. Rrnters. Mr. Chairman, may the Department comment on two 
points of Mr. Groban’s? 

Chairman Dawson. Yes, you may. 

Mr. Rinters. Mr. Groban mentioned the problem of dual licensing. 
We are conscious of this problem, but I would like to point out that 
the State Department is charged by law with the responsibility under 
the Mutual Security Act of 1954, section 414 of that act, with responsi- 
bility for the importation and exportation of arms and munitions and 
implements of war. 

The criteria for the determinations by the State Department are 
clearly established in the statute as world peace and the security 
and foreign policy of the United States. Those are esssentially 
political criteria—political and military criteria, I should say. 

The criteria in section 402 of the Federal Property and Administra- 
tive Services Act, which is the subject of this hearing, are essentially 
economic criteria. 

We feel that it is entirely appropriate for the State Department to 
consider the political and military criteria, acting as it does with the 
advice of the Department of Defense, and we think it is also proper 
for the Commerce Department to consider the economic criteria in 
connection with importations. 

Now, Mr. Groban’s other point was the problem of lend-lease prop- 
erty. This is a difficult question—the question of its status—whether 
not it is foreign excess property. We have consistently taken the 
position that, if title to that property passed in the United States, it is 
not foreign excess property, but this is a question of fact. 
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In many cases, the origin of property which is apparently or osten- 
sibly if lend-lease source is shrouded in obscurity and it has been the 
feeling of the Department that one who seeks to import property of 
that type should establish its origin so that we can determine whether 
or not it isan appropriate matter for us to rule upon. 

Chairman Dawson. Thank you. 

Mr. Berger. 


STATEMENT OF MEYER BERGER, PRESIDENT, M. BERGER (0, 
PITTSBURGH, PA. 


Mr. Bercer. Mr. Chairman, my name is Meyer Berger. I am pregj- 
dent of M. Berger Co., in Pittsburgh. 

I, too, would like to thank you, Congressman, for this opportunity 
to appear before you people, and for the opportunity to tell you our 
troubles. 

Right now we do have troubles. . We are being forced out of ow 
business. 

We have been in the surplus business since 1945 and our business is 
exclusively surplus. That is the only thing we handle. 

Chairman Dawson. How are you being forced out of business? 

Mr. Bercer. I haven’t made a substantial buy in 1959. 

Chairman Dawson. Why? 

Mr. Bercer. The question that Congressman Smith raised applies 
directly to my case. Under the rules as they are written now, we don’t 
even bother to apply. These gentlemen can call it whatever they want 
to, but in our way of thinking it is an embargo. 

If they allow two applications out of sixty-some to June 15, we 
don’t even bother to apply any more. Our only hopes lie in coming 
before you gentlemen and getting this ruling, this intepretation, eased 
off in such a way that we can hope to bid and buy some of this material, 

I would like to tell you just a thing or two about our background. 

Mr. Brown. Before the gentleman makes this statment, may I ask to 
be excused because of another committee meeting? But first, I would 
like to ask just one question, if I might. 

You stated, Mr. Kampelman, that you had approximately 20 mem- 
bers ? 

Mr. Kamretman. Yes. 

Mr. Brown. Of your association. How many of the members of 
that association are witnesses here today ? 

Mr. Kamrecman. Let’s see—six—five or six. 

Mr. Brown. Thank you. 

Mr. Bercer. Congressman, may I make this one comment in con- 
nection with your question : 

The point has been raised that there are 20 members to this associa- 
tion. I would like to submit that this association represents a certain 
number of, if I may be allowed to say so, leaders in the industry who 
have the initiative to come up and try to get something done about 
this. 

Now, I believe I should say I belong to the Institute of Surplus 
Dealers in New York and the National Association of Surplus Dealers 
in Chicago. 

In this industry there are several hundred firms represented. These 
members are the ones that are willing to put in their time and money 
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‘ come in here and explain our problem, so when I am here, I am 
speaking here as a representative of a good many thousands of people 
inthe surplus industry. _ “ig Ae 

Mr. Brown. Do you think that this association, then, while it only 
has 20 members, represents practically all the industry ? 

Mr. Bercer. We are merely the spokesmen. bi 

Mr. Brown. I didn’t ask you that. I asked you if it was representa- 
Or. Bercer. I feel 100 percent sure that we speak the thoughts of 
thesurplus industry when we come here. 

Now, the reasons I haven’t applied for a license in recent months— 
because I know there is no chance, the way this interpretation of the 
law is being handled, of getting one. , 

Now, we feel exclusively—we deal exclusively in surplus and we get 
our business through the mail. We have been on a budget of $5,000 
, month for advertising in the past year and a half or so. That is 
gradually being cut down. We are soon going to have nothing to ad- 

se. 
“We have not placed a bid overseas in the last 90 days. 

Chairman Dawson. Why ? : 

Mr. Bercer. Because they won’t let us bring it in, material that 
was—1 would like to present one example to you to show the extreme 
lengths to which the Department has gone in interpreting this law. 

Earlier this year, the Government, the Army, offered for sale in Ja- 

ana number of portable stage-lighting units. It sounds like a pretty 

ess kind of an item. 

For a number of years, I have been a member of the board of di- 
rectors of the YMCA in Pittsburgh in charge of the Little Theater 

am, and I recognized that as an item that we have been looking 
for. We have been pricing that item around the country, and we are 
never able to find one for less than a thousand dollars. A portable 
stage-lighting unit is a pretty expensive thing and for something that 
an institution has to buy, it is a lot of money. 

I can buy these and bring them in and sell them for less than $200. 
This is not going to displace any business in this country. It is ri- 
diculous to take the position that it would. It just means that the Y 
and other places that run summer camps and little theaters don’t have 
oneand are not going to have one. 

[think this is a good example of how the surplus industry operates. 
We create new markets; we don’t displace markets. We create new 
business. 

Now, the law says, “beneficial to the economy,” but the Department 
doesn’t take into account that our staying in business might be bene- 
ficial to the economy and that a good many dealers and retailers whom 
_ serve es going to stay in business if we are allowed to bring in 

s material. 

I recognize, like the other surplus dealers, that certain items might 
be in direct conflict and occasionally might displace new material and 
put people out of a job, but I think that that is just a small minority 
of the instances and I know that there are thousands of those that 
could be brought in here and be beneficial for the economy, and con- 
sumers are eager to buy. . 


44974593 
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Under the present interpretation, we are prohibited from bringing 
them in. =e 

I just think that there is no good reason for it. 

I don’t have any prepared speech or statement. Most of My op- 
eration is similar to Mr. Groban’s, and the things he said would apply 
to my business, but I just know that this law is being run on an embar 0 
basis and we just have no chance at all. 8 

Any questions ? 

Chairman Dawson. How many people did you say you represent jp 
business ? 

Mr. Bercer. In the surplus businesses, in those two organizations ] 
believe—and incidentally, I am an officer in one of them—there arp 
about 500 firms and there are several thousand retail surplus stores in 
the country whose businesses are drying up because of this law. 

Chairman Dawson. Mr. Smith. 

Mr. Smirn. Have you actually made any telephone calls or beep 
discouraged specifically from filing applications ? 

Mr. Bercer. I have made telephone calls on certain items. I have 
seen the way items of other firms have been turned down. 

Mr. Smirn. Since January 15, did you have an estimate of how 
many times you were discouraged to make an application ? 

Mr. Bercer. I would say I have made about three calls and was dis. 
couraged. 

I would say there have been at least a hundred licenses—a hundred 
instances where ordinarily I would have occasion and would have q 
good chance of bidding materials through. Under the previous 
Department regulations we would probably have about one out of 
three applications approved, or maybe one out of four. We made 
enough bids to keep us going and keep our business active and keep 
us In competition. 

There is nothing secretive about our business. There are two points 
that I would like tomake. The public and some.Members of Congress 
think, for one thing, that surplus dealers are people that don’t work 
for a living and have some kind of a secret way of doing things. 
I would like to dispel that by saying that we work from 9 to 6 every 
day and a good many evenings, and we just compete all the time. © 

Secondly, that anybody can buy this kind of material and enter 
in this business if he sees a chance to make a dollar, and because it is 
challenging and interesting business. 

I think it is more honest than any business I know of because it is 
open to the public. Items are sold on sealed bids and I must say for 
the Department of Defense that I would rather be dealing with them 
than with private industry because you know there is no iota of 
crookedness there. It is handled straight and aboveboard, as straight 
and aboveboard as anybody would want. 

‘Chairman Dawson. Isthat a voluntary statement ? 

Mr. Bercer. Yes; it is. : 

Chairman Dawson. Thank you very much. 

Mr. Henverson. Do you have any idea of the number of people 
who are employed in both retail and wholesale operations in the 
surplus industry ? 
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Gropan. Three hundred and fifty thousand. 
ee aa I know that association headquarters has that infor- 


jon. | ow 
Pat Gronan. Eight hundred dealers in the National Association of 
Surplus Dealers. 


Mr. Bercer. But there are 1,200 dealers in the two organizations 
Jam a member of. aia 

Mr. Mon TcoMERY. Are we to understand that you deal exclusively 
in foreign importation of surplus? ' ' 

Mr. Bercer. No; but the greater part of my business was in foreign 
surplus. We started that in the late forties. I have been all over 
the world. Buying surplus and bringing it back in this country. 

Mr. Monrcomery. Are you able to buy domestically items similar 
to those you would purchase abroad ¢ 

Mr. Bercer. No; this is different and due to the giveaway law most 
of the items which we would ordinarily purchase are taken by the 
Boy Scouts or different groups that get it free. It certainly cuts down 
on the return to the Government and removes these items from 
competition. ' 

r. Suir. You mean most of the purchases you could make in 
this country. 

Mr. Bercer. Anything that is of any real value and has any at- 
traction. A great many items domestically are taken up on the give- 
away programs and are not available, whereas overseas we are able 
topurchase these items and bring them in. 

Rigirinan Dawson. Thank you very much, sir. 

Mr. Rintevs. Mr. Chairman, may the Department introduce for 
the record at this point operating instruction No. 18 of the Business 
and Defense Services Administration which governs the procedures 
inrelation to foreign excess property? That is the operating instruc- 
tion of the Business and Defense Services Administration and I be- 
lieve copies have already been supplied to the committee. 

Chairman Dawson. That may be done. 

(The operating instruction referred to follows :) 


TITLD 44—PUBLIC PROPERTY AND WORKS 


QnaptfrR IV—-BUSINESS AND DEFENSE SERVICES ADMINISTRATION, DEPARTMENT 
oF COMMERCE? 


[Foreign Excess Property Order No. 1, Revised] 
PART 401—FOREIGN EXCESS PROPERTY 
Importation Into the United States of Nonagricultural Foreign Excess Property 


On December 3, 1958, there was published in the Federal Register (23 F.R. 
9332) a Notice of the Proposed Issuance of Foreign Excess Property Order No. 1 
(Revised), Importation Into the United States of Nonagricultural Foreign Bx- 
cess Property. Said Notice provided for the submission of views or arguments 
in writing to the Foreign Excess Property Officer of the Department of Com- 
merce Within 20 days following the day of publication of the Notice of Proposed 
Rule Making. Views and arguments have been received in writing and have 
been considered. Editorial and procedural modifications have been made in the 
text of the proposed Foreign Excess Property Order No. 1 (Revised). 


‘Formerly Chapter IV—Department of Commerce. 
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Pursuant to the Administrative Procedure Act, insofar as it may be applicabje 
hereto, Foreign Excess Property Order No. 1 (Revised) is hereby publisheq and 
is made effective upon the date of publication hereof in the following form: 


401.1 What this part does. 

401.2 Definitions. 

401.3 Office of Foreign Excess Property Officer (FEPO). 
401.4 Criteria and principles. 

401.5 Applications, 

401.6 Issuance of FEP Import Determination. 
401.7 Issuance of FEP Import Authorizations. 
401.8 Transfer of FEP Import Authorizations. 
401.9 Entries in bond for reexport. 

401.10 Time extensions. 

401.11 Metal scrap. 

401.12 Finality of decisions, 

401.13 Appeals. 

401.14 Exemption of Government-owned property. 
401.15 Violations and penalties. 

401.16 Cancellation of certain determinations. 
401.17 Communications. 


AUTHORITY : §§ 401.1 to 401.17 issued under secs. 402, 404(b), 601, Act of June 80, 1949 
63 Stat. 398, 399, 64 Stat. 583, 40 U.S.C. 512, 514(b) and 473; Foreign Liquidation Com. 
aiponer* Reg. 8, 44 CFR 308.15; Commerce Department Order No. 152 (Revised), 93 


§ 401.1 What this part does. 


This part prescribes procedures for making applications for determinations 
as to whether importation of foreign excess property, as defined in this part, 
would relieve domestic shortages or otherwise be beneficial to the economy of 
this country. It prescribes procedures for the issuance of FEP Import Determi- 
nations and FEP Import Authorizations, as defined in §§ 401.6 and 401.7. It sets 
forth subsidiary criteria and principles to be applied in determining whether 
importation of foreign excess property would relieve domestic shortages or other. 
wise be beneficial to the economy of this country. It provides for liaison with 
the Bureau of Customs, Treasury Department, in connection with such importa- 
tions. It delegates authority to the Commissioner of Customs with respect to 
certain matters pertaining to importations in bond for reexport. It establishes 
procedures for appeals from actions of the FEPO. It provides administrative 
measures for enforcement of the order. It revokes and supersedes Foreign 
Excess Property Order 1, as amended August 23, 1950, 15 F.R. 5847, and Supp. 
No. 1, October 9, 1956, 21 F.R. 7717. 


§ 401.2 Definitions. 


For the purposes of this part: 

(a) “Foreign excess property” means any property (except any agricultural 
commodity, food, or cotton or woolen goods) located outside the continental 
United States, Hawaii, Alaska, Puerto Rico, and the Virgin Islands, under the 
control of any Federal agency, which is not required for its needs and the dis- 
charge of its responsibilities as determined by the head thereof. It includes any 
such property after it has been disposed of by such Federal agency, notwith- 
standing any subsequent change of ownership. The importation of surplus 
property sold by the Government or any agency thereof in foreign areas before 
July 1, 1949, is governed by Foreign Liquidation Commissioner’s Reg. 8, which 
delegates to the Secretary of Commerce jurisdiction over some but not all of 
such property (§ 308.15 of this title). To the extent that such jurisdiction over 
such property is delegated to the Secretary of Commerce, such property shall be 
deemed to be foreign excess property, and is governed by the provisions of this 
part. All persons owning or acquiring property disposed of by the Government 
in foreign areas before July 1, 1949, are referred to the said Foreign Liquida- 
tion Commissioner’s Reg. 8, § 308.15 of this title, for the rules applicable to the 
importation of any such property which is not subject to the jurisdiction of the 
Secretary of Commerce. 

(b) “BDSA” means the Business and Defense Services Administration of 
the U.S. Department of Commerce. 

(c) “Administrator” means the Administrator of BDSA. 

(d) “Foreign Excess Property Officer (FEPO)” means the Officer appointed 
by the Administrator, and includes any Deputy FEPO so appointed. 

(e) “Appeals Board” means the Appeals Board for the U.S. Department of 
Commerce. 

(f) “Person” means any individual, corporation, partnership, association, or 
any other organized group of persons. 
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(g) “United States” means the continental United States, Hawaii, Alaska, 

e Commonwealth of Puerto Rico and the Virgin Islands. , s 

h) “FEP Import Determination” means a document issued by the FEPO 
stating that the importation of specified and identified foreign excess property 
would, or would not, relieve domestic shortages or otherwise be beneficial to 
the economy of this country. An FEP Import Determination is not an authori- 
zation to import foreign excess property. : 
(i) “FEP Import Authorization” means a document issued by the FEPO 
to the owner of specified and identified foreign excess property authorizing such 

rson to import such foreign excess property into the United States within the 
period stated therein. 
$401.3 Office of Foreign Excess Property Officer (FEPO). 

(a) The Office of Foreign Excess Property Officer (FEPO) is hereby 
Te FEPO, or, in his absence the Deputy FEPO, is authorized to carry 
out the functions assigned to him in this part. 


$401.4 Criteria and principles. 

The basic criteria to be applied in making FEP Import Determinations are 
contained in section 402 of the Federal Property and Administrative Services 
Act of 1949. These are, whether “the importation of such property would relieve, 
domestic shortages or otherwise be beneficial to the economy of this country. 
There is no legislative or judicial history interpreting the term “relieve domestic 
shortages or otherwise be beneficial to the economy of this country.’ These are 
proad and general concepts and require particularization in their application. 
More detailed criteria and principles, subsidiary to and consistent with those 
Jaid down in the statute, are contained in this order, and will be observed by all 
concerned. 

(a) Shortages. In general, a shortage in the market for any particular type 
or class of goods or materials exists when the demand is greater than the supply. 
Shortages may be temporary or seasonal in nature, and may also be chronic 
or of long duration. Shortages may be caused by inadequate productive capacity 
to supply the market; by shortage in raw materials or component parts; by 
labor shortage or work stoppage; or by lack of sufficient demand to support 
economie production. Certain types of temporary shortages may not qualify as 
shortages for the purpose of the statute, as more fully explained below. 

(b) “Beneficial to the economy of this country”. The importation of foreign 
excess property must have special benefits over and beyond any benefits to be 
derived in the market place by an added supply of goods and materials through 
imports. Although the importation of foreign excess property of various quali- 
ties may make available additional supplies of products and materials, it is not 
considered that this situation constitutes the type of benefit to the economy 
contemplated in the law. 

(ec) Detailed criteria and principles. A finding of the existence of a domestic 
shortage which would be relieved by importation of foreign excess property, or 
of other benefits to the domestic economy, must take the following elements 
into consideration : 

(1) Affirmative finding required. It is not sufficient to find that an impor- 
tation would not be harmful. It must affirmatively appear that it would spe- 
cifically relieve a shortage, or otherwise be beneficial to the economy. 

(2) Potential shortages and indirect benefits. These will not be regarded as 
satisfying the statutory criteria. 

(3) Price. The price at which foreign excess property is acquired, or the price 
at which it can be sold in the domestic market, will not be considered as an 
adequate benefit to the economy to justify importation, nor will the possi- 
bility of domestic sale of such property at abnormally low prices be regarded as 
evidence of domestic shortage. 

(4) Areas of competition. A product of specific grade, quality or dimension 
is not considered to be in short supply if alternative usable grades, qualities or 
dimensions are domestically available. Only when all items of a competitive 
product group or class are in short supply shall there be a finding that there 
isa shortage of a particular item in that product group or class. 

(5) Lead time. A product may be in short supply if it is not domestically 
procurable within customary lead time limits for such product and is not other- 
Wise available in the domestic market. Increase in length of normal lead time 
is an appropriate element to consider in determining the existence of a shortage. 
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(6) Temporary or seasonal shortage. If a shortage is of a temporary or 
seasonal nature, or is caused by the deliberate withholding of goods from the 
domestic market, or by work stoppages in producing plants, due regard must be 
accorded to the fact that FEP Import Determinations remained in effect for six 
months from date of issuance. The situation must, therefore, be evaluated 
in terms of the estimated duration of the shortage. 

(7) Local versus national shortage. Shortages must be determined op a 
national and not on a local basis. 

(8) Outstanding FEP Import Determinations. If determinations have beep 
issued for the importation of a product, the quantities covered thereby shoulg 
be assumed to be included in the domestic supply for the purpose of deter. 
mining whether a shortage exists. 

(9) Reliance upon imports. A history of substantial imports of a product is 
not conclusive as to the existence of a domestic shortage. The current ang 
short-term future supply positions must be independently examined, as well as 
the probability of continuation of the normal fiow of imports. 

(10) Custom production. The fact that a product can be produced to special 
order in this country is not decisive that a shortage does not exist. Leadtime 
quantities available, and customer convenience are relevant under these cir. 
cumstances. 

(11) Unique articles. Unique items, including museum and collection pieces, 
articles of historical value, antiques, and items of special sentimental value may 
be considered beneficial to the economy. 

(12) Expenditures in connection with importation. A need for substantia] 
expenditures for labor, materials, parts, storage, transportation, and similar 
items may be taken into consideration, together with other relevant factors, in 
determining benefit to the economy. 

(13) Net benefit. Every importation presumably confers some benefit upon 
some segment of the economy; otherwise it would not be applied for. This is 
obviously not the benefit intended by the statute. For the purposes of the law, 
the benefit: to the economy resulting from an importation must outweigh the 
detriment. 

(14) Lend-lease property. Property ostensibly or presumably of lend-leage 
origin will be deemed to be foreign excess property until the contrary is estab- 
lished by the applicant to the satisfaction of the FEPO. 

(15) Sources of information. In addition to any information and data ad- 
duced by an applicant, there will be considered pertinent information and data 
available in the BDSA Industry Divisions and from other appropriate sources, 


§ 401.5 Applications. 


(a) Any person proposing to import foreign excess property other than for 
re-export (see § 401.9), shall make application in duplicate to the FEPO for an 
FEP Import Determination with respect to the property involved. Such applica- 
tion shall be made on Form FEPF-1 set forth below as Annex 1. Form FEPF-1 
may be obtained from the FEPO Department of Commerce Field Offices, Col- 
lectors of Customs, or it may be reproduced by an applicant. The instructions 
contained in Form FEPF-1 are made a part of this order. Where the applicant 
is the owner of the foreign excess property which is the subject of the applica- 
tion, and submits proof of ownership thereof as prescribed in § 401.7, the appli- 
cation shall also be treated as a request for an FEP Import Authorization. 

(b) An application which is incomplete in any material respect, or which is 
not executed in the manner prescribed in the Instructions contained in Form 
FEPF-1, or which does not lie within the jurisdiction of the FEPO, shall be 
returned without action by the FEPO to the applicant. 

(c) In order to permit time for adequate consideration, ten days will ordi- 
narily be required for processing applications. 


§ 401.6 Issuance of FEP Import Determination. 


(a) The determination made by the FEPO that importation of foreign excess 
property would or would not relieve domestic shortages or otherwise be bene 
ficial to the economy of this country shall be issued on Form FEPF-2, “FEP Im- 
port Determination”. An FEP Import Determination is not an authorization 
for the importation of foreign excess property. 

(b) FEP Import Determinations shall be serially numbered, and shall be 
dated and signed by the FEPO. FEP Import Determinations shall remain in 
effect for a period of six months from the date thereof. 

(c) A copy of each FEP Import Determination shall be transmitted to the 
original applicant and to any other person upon request. 
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§ 401.7 Issuance of FEP Import Authorization. 


(a) Upon presentation to the FEPO of a Request for FEP Import Authoriza- 
(Form FEPF-3), or of Application for FEP Import Determination (Form 
SEPF-1) completely executed including Part II thereof, and proof of ownership 
f foreign excess property described therein concerning which the FEPO has 
: de a determination that its importation would relieve domestic shortages or 
mberwise be beneficial to the economy of this country, the FEPO shall issue an 
FEP Import Authorization (Form FEPF-4). The original of the FEP Im- 
ort Authorization shall be transmitted to the owner of the property and two 
a ies of each FEP Import Authorization shall be furnished to the Collector 
oecustoms at the proposed port of entry. J 

(b) Proof of ownership shall consist of a photocopy of bill of sale of the prop- 
erty involved or other evidence of title satisfactry to the FEPO. 

(c) FEP Import Authorizations shall expire upon the expiration date of the 
FEP Import Determination with respect to the same property, and shall consti- 
tute the sole authority for the importation thereof into the United States within 

: iod. 
ma} Bach original FEP Import Authorization shall be presented to the Col- 
lector of Customs for his indorsement at the time of entry of any property de- 


scribed therein. 
g401.8 Transfer of FEP Import Authorizations. 


(a) The holder of an FEP Import Authorization may transfer it to a trans- 
feree of the foreign excess property specified therein. If such transfer shall 
be of all of the foreign excess property specified in the FEP Import Authoriza- 
tion, the FEP Import Authorization may be transferred by assignment to the 
transferee of the property. If such transfer shall be of a part of the foreign 
excess property specified in the FEP Import Authorization, the holder of the 
FEP Import Authorization shall return the original FEP Import Authorization 
to the FEPO together with photocopy of bill of sale of the property transferred 
and Request for an FEP Import Authorization executed by the transferee. The 
FEPO shall thereupon cancel the original FEP Import Authorization and issue 
new FEP Import Authorizations to the original holder and the tran. ieree as 
their respective interests appear. 

(b) The FEPO shall notify the Collector of Customs at the proposed port of 
entry of any such cancellation of an FEP Import Authorization, and shall furnish 
to such Collector copies of new FEP Import Authorizations issued as a result 
of any such transfer and request. 


$401.9 Entries in bond for reexport. 


(a) Applications for importations of foreign excess property in bond for 
reexport will not be entertained by the FEPO. The procedures set forth in this 
section shall be applicable to such applications and importations. 

(b) The Bureau of Customs, Treasury Department, shall have authority to 
permit the entry into the United States of foreign excess property in bond for 
reexport. Bonds accepted for this purpose by the Bureau of Customs shall 
conform to Bureau of Customs Forms 7551 or 7555, with the added condition: 

“There is incorporated in and made a part of the bond No. ______-__-__ 
cities ocean aan Tee SamOuNS. OF oo 6 Gneuue Oe ee foi 
oe meadl , as surety, the following added 
condition : 

“Whereas, the principal named in the said bond has been permitted to enter 
merchandise subject to the provisions of section 402 of the Federal Property 
and Administrative Services Act of 1949, which has been imported for reexport; 

“The obligors named in the above-mentioned bond stipulate and agree that 
there shall be delivered to the collector of customs at the port of entry named 
in this bond or to the collector of customs at another port of entry, in accordance 
with the provisions of law and regulations pertaining to the entry and exportation 
of merchandise, all the above-described merchandise for customs inspection and 
identification prior to, exportation: and if such merchandise shall not be used 
for any gainful purpose in the United States; and if all the merchandise shall 
be actually so exported within one year from the date of importation, or within 
any lawful extension of such period, and if the said merchandise shall not be 
relanded in the United States; or, in default thereof, the obligors shall pay 
to the collector of customs such amounts as liquidated damages as may be 
demanded by him in accordance with the law and regulations, not exceeding the 
amount of this obligation. 
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“Then this added condition shall be void, otherwise to remain in ful] force 
and effect.” 

(c) No extensions of time for reexportation shall be granted by the Bureay 
of Customs without the prior written approval of the FEPO. 

(d) The Commissioner of Customs may promulgate such regulations not 
inconsistent herewith as he deems appropriate with respect to applications 
for importation of foreign excess property in bond for reexport, and Procedures 
of the Bureau of Customs in respect to such applications. 

(e) Persons making applications to import foreign excess property in bond 
for reexport shall comply with regulations promulgated by the Commissioner 
of Customs. The provisions of § 401.5 shall not apply thereto. 


§ 401.10 Time extensions. 


A person who has received from the FEPO an FEP Import Authorization may 
file with the FEPO, prior to the expiration date thereof, a request for ap 
extension of time. Such request shall state any reasons why the extension js 
needed, and the duration of the extension requested. The FEPO may alloy 
or deny the request in whole or in part. In determining whether a time extep. 
sion should be granted, the FEPO shall consider whether the importation of the 
property applied for would relieve domestic shortages or otherwise be beneficigi 
to the economy of this country during the period of such extension. He shajj 
promptly notify the applicant of his decision, and, if he grants an extension 
of time, he shall promptly inform the Collector of Customs at the propogeg 
port of entry. 


§ 401.11 Metal scrap. 

(a) The determination made on August 23, 1950 (15 F.R. 5847, 5849) that 
no authorization is required for importation of foreign excess property in the 
form of scrap metal is revoked. Applications for the importation of metal scrap 
should be made to the FEPO in accordance with the provisions of this part, 

(b) Every FEP Import Authorization for the importation of scrap metal 
issued by the FEPO shall require, as a condition precedent to such importa. 
tion, the importer to furnish an undertaking in a form and an amount to be 
prescribed by the Treasury Department to insure that none of the property 
will be diverted from use as scrap metal. 

(c) The provisions of paragraphs (a) and (b) of this section shall not apply 
to the importation of metal scrap delivered to a United States port of entry 
on or before February 15, 1959. 

§ 401.12 Finality of decisions. 

Decisions of the FEPO are final when issued. Requests for reconsideration 

must be in writing and may be entertained by the FEPO in his discretion, 


but no request for reconsideration shall extend the period within which an 
appeal must be taken to the Appeals Board from a decision by the FEPO. 


§ 401.13 Appeals. 


(a) A person aggrieved by the issuance of an FEP Import Determination 
that the importation of specified and identified foreign excess property would 
not relieve domestic shortages or otherwise be beneficial to the economy of 
this country may appeal to the Appeals Board for the Department of Commerce 
as provided in this section. The Appeals Board shall also have jurisdiction 
to decide appeals from persons to whom an application has been returned with- 
out action pursuant to § 401.5(b), from persons whose Request for FEP Import 
Authorization shall have been denied, and from persons whose request for an 
extension of time pursuant to § 401.10 has been denied. 

(b) The only grounds for appeal which the Appeals Board will consider 
are that the FEPO erred: 

(1) In determiing that an application should be returned without action 
(§ 401.5(b) ). 

(2) In applying the criteria and principles prescribed in § 401.4 to the facts 
of the case. 

: Sort failing or refusing to issue an FEP Import Authorization as provided 
n 7. 


(4) In determining that a request for a time extension pursuant to § 401.10 
should not be granted. 
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(ec) The Appeals Board shall have jurisdiction of appeals with respect to 
actions taken pursuant to § 401.15 ( a). aa 

@) Appeals from actions of the FEPO must be filed within 30 days of the 
fm of the action appealed from. Such appeals shall be by letter in triplicate 
ddressed to the Appeals Board, Department of Commerce, Washington 25, D.C., 
Ref: FEP Order 1 (Revised). If the applicant so requests, the Appeals Board 
shall grant him a hearing at the office of the Board at the Department of Com- 
merce, Washington, D.C. ey 

(e) Decisions of the Appeals Board shall be communicated in writing to the 
FEPO and to the appellant and shall be carried out by an appropriate action of 
the FEPO. 
§ 401.14 Exemption of Government-owned property. 


Nothing in this part shall be construed as limiting the authority of any Gov- 
ernment agency to import Government-owned property into the United States. 


§ 401.15 Violations and penalties. 


(a) Any person who imports, or attempts to import, foreign excess property 
into the United States and who fails to comply, both before and after such im- 
portation or attempted importation, with the provisions of this part is subject 
to administrative action terminating his right to submit applications to the 
FEPO and cancelling any FEP Import Determinations and FEP Import Author- 
izations issued to such person. ¢ 

(b) Any person who fraudulently or knowingly imports into the United States 
any merchandise contrary to law, or receives, conceals, buys, sells, or in any 
manner facilitates the transportation, concealment or sale of such merchandise 
after importation, knowing the same to have been imported or brought into the 
United States contrary to law, shall, upon conviction, be fined not more than 
$10,000 or imprisoned not more than five years, or both. Proof of defendant’s 
possession of such goods, unless explained to the satisfaction of the jury, shall 
be deemed evidence sufficient to authorize conviction. Merchandise introduced 
into the United States in violation of this provision, or the value thereof, to 
be recovered from any person described in this paragraph, shall be forfeited to 
the United States (18 U.S.C. 545). : 

(ec) Any person who knowingly and wilfully makes any false, fictitious or 
fraudulent statement or representation to an employee of the Department of 
Commerce or of the Bureau of Customs in any matter concerning the importa- 
tion of foreign excess property shall, upon conviction, be fined not more than 
$10,000 or imprisoned not more than five years, or both (18 U.S.C. 1001). 

§401.16 Cancellation of certain determinations. 

(a) All authorizations, permits, determinations, licenses, and approvals issued 
on or before December 31, 1955, by the FEPO for the importation of foreign 
excess property are hereby canceled, rescinded and revoked. 

(b) Nothing contained in this part shall be construed as extending the validity 
of any authorization, permit, license, or approval for the importation of foreign 
excess property which shall have expired in accordance with the terms thereof. 


§40117 Communications. 


All communications concerning this part shall, unless otherwise stated, be 
addressed to the Foreign Excess Property Officer, Business and Defense Services 


‘ Administration, Department of Commerce, Washington 25, D.C., Ref: FEP 


Order 1 (Revised). 

Revocation of previous delegations and orders: The delegations issued under 
date of October 7, 1958 (23 F.R. 8112) and December 18, 1958 (23 F.R. 10192) 
are hereby revoked. Foreign Excess Property Order 1, dated August 23, 1950, 
as supplemented by Supplement 1, dated October 9, 1956, 15 F.R. 5847, 21 F.R. 
M717, §§ 401.1 to 401.12, is hereby revoked. This order does not relieve any 
person of any obligation or liability incurred under said Foreign Excess Prop- 
erty Order 1, dated August 23, 1950, as supplemented, nor deprive any person 
of any rights received prior to the effective date hereof. 


This order shall take effect upon the date of its publication in the Federal 
ster. 


Dated: January 9, 1959. 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
H. B. McCoy, Administrator. 








EXCESS PROPERTY 


IMPORTATION OF FOREIGN 


36 








(= * ose 
‘eget ‘et “wer ‘pela ‘ose-os Soa “wal 


“psvog sjvaddy 
“‘upmsaDYyD OuljoVv 
‘saguOg CIOMSINDH 

“eoraurTMIOD 
jo JUamIRAEdaq ay? 10j prvog Ss|veddy au} 
JO sajna att} se paidope Aqeiay aie a0190U 
-W0d jo JuaUIZIVdaq aY1 103 prsog stead 
-dy at} 03 sjvadds 0} Surjeiet Japsz0 styy 
U} UV1I0J 39S [OF 14A¥d JO SuUOTSTAOId aL 








“wna swo ND supsjiuep] ») | 











42702 smojsny jo edAy (q) 4ysedoad jo sngeig (te 








(Buy POTTOJ OD BuTPIeAos SEPM IN [Ny 3413 ‘saIE}sND Jo 
MeQIN OG} JO [02)000 Gy 99} H29q70 JO ‘gSNOGIITA WIOISND “g°O ¥ Uj Pied sj Ajsodoud jj) BjVC SUIOPSND jo NEVING “¢ 








wog “eq 


Doep0d wy 40 wOd paw sep pesodaug “T 








BAouy fF ‘222789 104}0 10 dyys jo eureNy Z | 


seg PTD 
Ms0yINY aopevedmy] Jaq Te enssy 7 22H Ajsedoryg s0Oxy 
A98ep 4yJ8d Old sSa0Ks UDj910j 24} JO J9U.MO Sy ‘PaUT}JepUN eq 














oq? oa 4329d03d gons jo DoO;eIJ0d aN 9G) 40) aK 
@dje10.4 8q} sysanbe Aqaley ‘aaoge ¢ SUIe3] Uj | 








dIHSHYaNMO 40 J00Ud GAHOVLLY 8SVH ANY ‘OF WALI 
GaMOZHD SVH ‘ALYAIONd 40 YANMO SILNVOII1ddV 4IA'INO C4L4 1d N00 AG OL-1 LUVd 





Cem eq? pus ‘aqetrese A1quucswas are 
SeINITISQNs OF PUY PanuyiaCOsTp treeq seq LOTONPCld Jey) sJOINPORINGEM jo syU: semop Ayledoad jo 
@dA) 83 UIEIQO 0 A qeuy JO JUEMIEIEIS ‘SOIISTITIS UI cmsuco pus pnpoid ‘vIED (1d 
40) ‘SuIpNpuy ‘euaplra Juroddns ee Te Aq Pp WW SIMeMeEs Gong 
ey) 192U9q Phnom GoPeOduy ‘syedsal yeym uy Ff ‘Jaywey a 10 ‘SesuT20g$ OT]S9UIOP SaaTes Prnom Asm 
Oy) JO BoTZePOd Uy Joqjeq M 07839) 42;UNCO s}yy JO ATIOULOS ot) O} }YeUaG JoqQj0 JO Aysadoud Jo sdEjIOYS Asem “F 


























Aouad "1,406 “8A 


BUY? 10430 MOI pesvqomnd 4ysadoId JF JaT]98 Jo svauppe pus emIVN (¢ 4ysadosd jo woT}EI0] ywesesg (4) 























ZV 1,400 
oes jo a38q (Zz) 






1,499 ‘B'O 4q ausjou 





(1,40 *g'Q) S0u288 Buyies jo omen (£) | “S 





21 ‘diqszoumo Jo jooid 





ya A1ddng (1913 Jo aouspjas JaqzO 40 aes Jo TI1q JO Adave 























| 
Souay 1,40 | | Ayvedosd pauno Area 
8 4q oes jo eq ) | Aou2Py 7,40 "Sp fq a7e8 Jo aoIWHOOT (9) | ps0 jeqi BY 1,400 'S'1 JoameN (5) 
| 
a ——— 
fyrodoad jo aopje00] yuese2g (¢) JoM.MO juaSeId Jo SSaIPpPY (Zz) 40u.n0 jaesad Jo aN (DD 











saOPwaLIO;U] Supmorjos Aiddng “yawoyddy 10 1,40 “g'p uLq} MyVIO wWUMH ‘“g 








"ON wey (9) ‘ON PIG % GoHeTAUy (5) 








BOT EULIOFUT Fur MOTO) Aqddag “yueGFUZACH seImIg PINT “Vv 


Cuoperz0g ny woduy 4q4 19 wenbey ‘f-44q 1 MI04 JO Nay wm perdacoe aq osTe T* UOTTeD 
S1q3 “40j SYR JOT] EG 


jo djqssaumo 30 Joosd $7, 






hs ‘> wel] Syoeye JUBIYddE J) ALUADdOUd 40 dINSUANMO LNASIUd > 














NOILVOLMILEAS ONINOIS FHOAZT KAXOA ALAITNOD 















1001 “O"Ss"/) aT 
4 





aay Gey) yeq} asom jou peng eq ‘uoTs wys Aisad 
v : 

x 

uy 

8 eqvul 0) wueyo U4) 8 yy See “IO! @ 


























aliva j ANVdKOO 40 IKVYN 

yT8q pure 

Spe; mouy MT) JO IA ° 1 BY) s9g}I480 
Sqasoq j(84Y2q 84) UO U gta sq) SupIN “4L “NOILVOMILUGS 















ue ‘eddy u i 
PV) “ALNAdOUd 40 NOM dl 





LNVOMIddvV 40 WYN 't 


209 WISI} Ot) JO BONS Od wy 
dv 4qesey Peudstssepun oy pL 


(ewig *eaoz ‘41D “198218) SSANAAV SSANISNG & 




















qi jo & max] OF pac 
eq) 0) Wedsau qypM UOTeUpMe}Ep & 40j AYO Aysdorg sSwXY 














GALIIIWOS Ad LSAW I LUVd NI SWALI TIV—-1 LUVd 




















“O “al “ot aoa qse 

9m M10,) JO JueUr}. 8a 

UO} TEISTULUAP VY SAjAsog asUyaq] PUP sseuysnY 
smyO Ajsedolg ssa0xy Udjes0g +07, 











PV 
Sysadoig ssaoxg us 











sanbaa s} pue 4 
> pares 


20 Jauyred & 
gyB20K1 00 2 





Napdaie yoo sucyi#o 
I weg wl peynd 


NOLLVNINYUILAG 


LHYOdKI dad YOd NOILVOIIddV 
{iV SNOILOQAULSNI 1VHAENZO 
i NOLLVULSININGY SIHAWIS FNTSIG GNV SBTNAG 
Z2UIKRMOD 40 ANTKIUVAIG ‘BD 











ON NOILVOIIddV aiva I-ad aq weg 
Se 
6961-U-1) “ON Neem yeBpng ‘pasoxidy as0yg 

‘xg 


(ovvds sq Uy e1;4m 300 oq) (@8-2-1) 








SEES Sh PS SU AU) FEED AEE ICL OS 


Commerce. 


cation will also be secepted in lieu of Form | EPF-3, Request for FEP Import Authorization.) 


i 
a 
5 
h 
a 
a 
° 
. 
a 
= 
0 






« information: 





A. United States Government. Supply followin 


8 
3 
g 
s 
3 
2 
Q 
> 
0 
= 


v 
5 
3 
& 
2 
S 
& 
8 


; 
3 
: 
o 
s 
i 
£ 
$ 
3 
& 
& 


@) Present location of pgoperty 


of proposed sale | @) Name of selling ageney 


Q) Date 


8:46am.) 


' 
' 


| 


IMPORTATION OF FOREIGN EXCESS PROPERTY 37 


DISTRIBUTION CopE A 


U.S. DEPARTMENT OF COMMERCE—BUSINESS AND DEFENSE 
SERVICES ADMINISTRATION 


MANUAL OF ADMINISTRATIVE AND OPERATING INSTRUCTIONS—PartT II 


Operating instruction No. 18—Issuance date: January 15,1959. Effective date: 
January 15, 1959 


Subject : Foreign excess property. 
SECTION 1. PURPOSE 


$1 The purpose of this instruction is to prescribe the duties and responsi- 
pilities of the foreign excess property officer ; to state principles and criteria to be 
applied by Department of Commerce personnel; to define the responsibilities of 
the BDSA industry divisions; and to establish prcoedures for considering ap- 
plications for importation of foreign excess property. 


SECTION 2. LEGAL BASIS 


01 Section 402 of the Federal Property and Administrative Services Act 
of 1949 (40 U.S.C. 512) provides for the disposal of U.S.-owned excess property 
abroad, and states “but in no event shall any property be sold without a condi- 
tion forbidding its importation into the United States, unless the Secretary of 
Agriculture (in the case of any agricultural commodity, food, or cotton or woolen 
goods) or the Secretary of Commerce (in the case of any other property) deter- 
mines that the importation of such property would relieve domestic shortages 
or otherwise be beneficial to the economy of this country.” 

02 Authority over importations of certain U.S. Government property dis- 

of abroad as surplus before July 1, 1949, is derived from the Surplus Prop- 
erty Act of 1944, section 501 of the Federal Property and Administrative Services 
Act of 1949, and Foreign Liquidation Commissioner’s Regulation 8 (44 CFR 
308.15). 

SECTION 8. FOREIGN EXCESS PROPERTY OFFICER (FEPO) 


$1 Delegation of authority 


1. The duties and responsibilities of the foreign excess property officer are 
prescribed pursuant to the authority delegated to the Administrator of BDSA 
by the Secretary of Commerce in Department Order No. 152 (revised) (23 FR 
751), insofar as it pertains to the importation of foreign excess property (63 
Stat. 398, 40 U.S.C. 512), and the importation into the United States of surplus 
property sold in foreign areas before July 1, 1949 (63 Stat. 399, 64 Stat. 583; 
40 U.S.C. 473). 

2. Foreign Excess Property Order No. 1 (revised), (24 F.R. 366), promul- 
gated by the Administrator of BDSA, prescribes the rules, regulations, and 
principles governing the importation of foreign excess property into the United 
States, and creates the Office of the Foreign Excess Property Officer (FEPO). 
Appointments and removals of the FEPO and Deputy FEPO are made by the 
Administrator. 


02 Duties and responsibilities 


The FEPO shall— 

1, Administer and execute the provisions of Foreign Excess Property Order 
No.1 (revised) which governs the importation of foreign excess property into 
the United States. 

2. Make recommendations to the Administrator, BDSA, concerning any 
changes to orders, regulations, and procedures which may be required to 
execute the responsibilities of the Administrator with respect to foreign 
excess property. 

8. Receive, review, and take appropriate action on all applications for im- 
portation of foreign excess property within the responsibilities of the De- 
partment of Commerce. 

4. Maintain effective working relations with BDSA Industry Divisions, 
other offices of the Department of Commerce, and other Federal Govern- 
ment agencies which have an interest in foreign excess property. 
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5. Assure adequate study and documentation of all factors necessary to 
decisions on applications for importation of foreign excess property, 

6. Maintain adequate and complete records of all applications received 
data pertaining thereto, and actions thereon. ‘ 

7. Submit monthly progress reports of activities, as well as cumulative 
quarterly reports on January 10, April 10, July 10, and October 10 of each 
year, which shall cover the immediately preceding 3 calendar months, to the 
Administrator. 

8. Provide the Appeals Board for the Department of Commerce with all 
records and materials in his possession pertaining to any appeals cage- 
appear before the Appeals Board as required; and carry out any lawful 
order or mandate of the Appeals Board. 


.03 Deputy FEPO 


The Deputy FEPO shall assist the FEPO in the execution of his duties ang 
shall act in his stead in the absence of the FEPO. 


SECTION 4. DEFINITIONS 


.01 Foreign excess property 

Any property (except any agricultural commodity, food, or cotton or woolep 
goods) located outside the continental United States, Hawaii, Alaska, Puerto 
Rico, and the Virgin Islands, under the control of any Federal agency, which jg 
not required for its needs and the discharge of its responsibilities as determined 
by the head thereof. It includes any such property after it has been disposed of 
by such Federal agency, notwithstanding any subsequent change of ownership, 
The importation of surplus property sold by the Government of any agency 
thereof in foreign areas before July 1, 1949, is governed by Foreign Liquidation 
Commissioner’s Regulation 8, which delegates to the Secretary of Commerce 
jurisdiction over some but not all of such property (44 CFR 308.15). To the ex. 
tent that such jurisdiction over such property is delegated to the Secretary of 
Commerce, such property shall be deemed to be foreign excess property, and ig 
governed by the provisions of Foreign Excess Property Order No. 1 (revised) 
and this instruction. 


02 Application 

A request submitted to the FEPO on form FEPF-1 for an FEP import de. 
termination with respect to the importation of specified and identified foreign 
excess property. If the applicant is the owner of the property which is the 
subject of the application and submits proof of ownership thereof as prescribed, 
the application will also be treated as a request for FEP import authorization. 


.03 FEP import determination 


A document, form FEPF-2, issued by the FEPO stating that the importation of 
specified and identified foreign excess property would, or would not, relieve 
domestic shortages or otherwise be beneficial to the economy of this country. An 
FEP import determination is not an authorization to import foreign excess prop 
erty. 


.04 FEP import authorization 


A document, form FEPF-4, issued by the FEPO to the owner of specified and 
identified foreign excess property authorizing such person to import such prop 
erty into the United States within the period stated therein. 


.05 Request for FEP import authorization 


A form, FEPF-3, used by the owner of foreign excess property to request an 
FEP import authorization. Such form is used only when an FEP import deter- 
mination has been issued by the FEPO stating that importation of the specified 
foreign excess property would relieve a domestic shortage or otherwise be bene 
ficial to the economy of the United States. 


.06 Recommendation for FEP import determination 


An internal document, form FEPF-9, prepared by the BDSA industry divi- 
sions which provides a detailed analysis and recommendation as to whether 
importation of specified and identified foreign excess property would, or would 
not, relieve domestic shortages or otherwise be beneficial to the economy of this 
country. 
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gt United States 
q The continental United States, Hawaii, Alaska, the Commonwealth of Puerto 
Rico, and the Virgin Islands. 


SECTION 5. CRITERIA AND PRINCIPLES TO BE APPLIED 


g1 Shortage 

In general, a shortage in the market for any particular type of class of goods 
or materials exists when the demand is greater than the supply. Shortages may 
pe temporary or seasonal in nature, and may also be chronic or of long duration 
Shortages may be caused by inadequate productive capacity to supply the mar- 
ket; by shortage in raw materials or component parts; by labor shortage or 
work stoppage; or by lack of sufficient demand to support economic production. 
Certain types of temporary or local shortages may not qualify as shortages for 
the purpose of this statute, as more fully explained in section 4.03 of this in- 
struction. 
2 Or otherwise be beneficial to the economy of this country 


The importation of foreign excess property must have special benefits over 
and beyond any benefits to be derived in the marketplace by an added supply 
of goods and materials through imports. Although the importation of foreign 
excess property of various qualities may make available additional supplies of 
products and materials, for purposes of administering this act it is not considered 
that this situation constitutes the type of benefit to the economy contemplated 
in the law. 


03 A finding of the existence of a domestic shortage which would be relieved 
by importation of foreign excess property, or of other benefit to the domestic 
economy, must take into consideration the following elements: 

1, Afirmative finding required.—It is not sufficient to find that an importation 
would not be harmful. It must affirmatively appear that it would specifically re- 
lieve a shortage, or otherwise be beneficial to the economy, 

9. Potential shortages and indirect benefits —These will not be regarded as 
satisfying the statutory criteria. 

3. Price.—The price at which foreign excess property is acquired, or the price 
at which it can be sold in the domestic market, will not be considered as an ade- 
quate benefit to the economy to justify importation, nor will the possibility of 
domestic sale of such property at abnormally low prices be regarded as evidence 
of domestic shortage. 

4. Area of competition.—A product of specific grade, quality, or dimension 
is not considered to be in short supply if alternative usable grades, qualities, 
or dimensions are domestically available. Only when all items of a competitive 
product group or class are in short supply shall there be a finding that there is a 
shortage of a particular item in that product group or class. 

5. Leadtime—A product may be in short supply if it is not domestically 
procurable within customary leadtime limits for such product and is not otherwise 
available in the domestic market. Increase in length of normal leadtime is an 
appropriate element to consider in determining the existence of a shortage. 

6. Temporary or seasonal shortage.—If a shortage is of a temporary or seasonal 
nature, or is caused by the deliberate withholding of goods from the domestic 
market, or by work stoppages in producing plants, due regard must be accorded 
to the fact that FEP import determinations remain in effect for 6 months from 
date of issuance. The situation must, therefore, be evaluated in terms of the 
estimated duration of the shortage. 

7. Local versus national shortage. 
and not on a local basis. 

8. Outstanding FEP import determinations.—If determinations have been 
issued for the importation of a product, the quantities covered thereby should be 
assumed to be included in the domestic supply for the purpose of determining 
whether a shortage exists. 

9. Reliance upon imports.—A history of substantial imports of a product is not 
conclusive as to the existence of a domestic shortage. The current and short-term 
future supply positions must be independently examined, as well as the 
probability of continuation of the normal flow of imports. 

10. Custom production.—The fact that a product can be produced to special 
order in this country is not decisive that a shortage does not exist. Leadtime, 





Shortages must be determined on a national 
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quantities available, and customer convenience are relevant under these 
circumstances. 

11. Unique articles—Unique items, including museum and collection Pieces 
articles of historical value, antiques, and items of special sentimental valye may 
be considered beneficial to the economy. y 

12. Expenditures in connection with importation.—A need for substantia] 
expenditures for labor, materials, parts, storage, transportation, and similg, 
items may be taken into consideration, together with other relevant factors, jp 
determining benefit to the economy. : 

13. Net benejfit.—Every importation presumably confers some benefit Upon 
some segment of the economy; otherwise it would not be applied for. This jg 
obviously not the benefit intended by the statute. For the purposes of the law 
the benefit to the economy resulting from an importation must outweigh the 
detriment. 

14. Lend-lease property.—Property ostensibly or presumably of lend-leage 
origin will be deemed to be foreign excess property until the contrary is estab. 
lished by the applicant to the satisfaction of the FEPO. 


SECTION 6. INDUSTRY DIVISION RESPONSIBILITIES 


.01 The Director of the BDSA industry division shall be responsible fo, 
preparing a recommendation to the FEPO, at that officials’ request, as to whether 
importation of identified foreign excess property would, or would not, relieye 
domestic shortages or otherwise be beneficial to the economy of the United States, 

.02 The Division Director will be furnished Form FEPF-9 Recommendation 
for FEP Import Determination in triplicate which he will use in making his 
analysis and recommendation. Such form will contain a description of the 
foreign excess property under consideration and significant background infor. 
mation concerning the property. 

.03 The Division Director will obtain and examine appropriate data and 
information from selected sources, including records and files of his office, other 
offices of t’ e Department of Commerce, other agencies of the Federal Government, 
and from private organizations. 

.04 The Division’s recommendation for FEP import determination shall be 
signed by the preparing official, if other than the Director, and by the Director, 
and submitted in duplicate to the FEPO on or before the return date specified 
by the FEPO. 

SECTION 7. OPERATING PROCEDURE 


01 Filing application for FEP import determination 


1. Any person proposing to import foreign excess property other than for re 
export, must make application in duplicate to the FEPO for an FEP import 
determination with respect to the property involved. Such application must be 
made on form FEPF-1 and shall conform to the requirements set forth therein, 

2. When the applicant is the owner of the foreign excess property which is 
the subject of the application, and submits proof of ownership thereof as pre 
scribed in section 401.7 of Foreign Excess Property Order No. 1 (revised), 
the application will also be treated as a request for FEP import authorization. 


.02 Time for consideration of applications by FEPO 


To permit sufficient time for adequate consideration of applications, the FEPO 
shall ordinarily be allowed 10 days from the date of receipt of the original 
application for the issuance of FEP import determinations. 


.03 Action on application by Office of the FEPO 


1. Review, initial processing, and analysis.—(a) All incoming applications, 
correspondence, reports, and other materials will be date and time stamped 
on receipt in the FEPO’s office. 

(b) Applications by letter in duplicate will be honored if adequate until 
January 31, 1959. After that date, applications by letter will be returned to 
applicant with application forms and instructions. 

(c) Each application must be put in process within 48 hours after it is re 
eeived. An application which is incomplete in any material respect, or which 
is not executed in the manner prescribed in the instructions contained in form 
FEPF-1, or which does not lie within the jurisdiction of the FEPO, shall 
be returned without action to the applicant, with reason indicated in writing. 

(d) The FEPO will acknowledge receipt of each accepted application. 
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(e) Each application shall be assigned a serial number. This number will 

placed on the application, form FEPF-1, and upon all other papers and docu- 
ments relating to such application. . 

Each accepted application shall be appropriately recorded and retained 
in the FEPO’s file. (See attachment 1, FEP Internal Management Procedure.) 

The FEPO shall request a recommendation for FEP import determina- 
tion (form FEPF-9) from the appropriate BDSA industry division(s) as to 
whether importation of the specified and identified property would, or would 
pot, relieve domestic shortages or otherwise be beneficial to the economy of 
this country. In submitting request to the BDSA industry division(s), the 
FEPO shall identify the property to be considered for importation and furnish 
any packground information he determines necessary to develop a complete 
analysis and sound recommendation with respect to such property. j 

(h) The director of the BDSA industry division(s) will submit his recom- 
mendation on form FEPF-9, as provided in section 6 of this instruction. 

(i) When determined desirable, the FEPO may request an opinion in writing 
from other offices within the Department of Commerce and other executive 
agencies of the Federal Government as to whether importation of identified 
foreign excess property would, or would not, relieve domestic shortages or 
otherwise be beneficial to the economy of this country. 

(j) The FEPO will consider all relevant material supplied by the applicant, 
the appropriate BDSA industry division(s) and other sources, including the 
records and files of his office. 

(k) Based upon the above considerations the FEPO shall make a final de 
cision as to whether importation of the specified and identified foreign excess 
property would, or would not, relieve domestic shortages or otherwise be bene- 
ficial to the economy of this country. 

9. Issuance of FEP import determination.—After executing the steps outlined 
in (1) above, the FEPO shall execute and issue an FEP import determination, 
form FEPF-2, which shall be filed in his office. Two exact copies of this docu- 
ment shall be transmitted to the original applicant and to each subsequent 
applicant, if any. The document will: 

(a) Carry the serial number of the original application. 

(b) Contain a detailed description of the foreign excess properly upon which 
the FEP import determination was made. 

(c) State whether importation of the foreign excess property as described 
therein would, or would not, relieve domestic shortages or otherwise be beneficial 
to the economy of this country. 

(d) If an affirmative determination is made, the document shall also state 
the duration of the validity period of the FEP import determination, which shall 
be6 months from date of issuance. 

8. Issuance of FEP import authorization.—(a) When a FEP import determi- 
nation has been executed and issued by the FEPO to the effect that importation 
of the foreign excess property described therein would relieve domestic short- 
ages or otherwise be beneficial to the economy of this country, the owner of the 
property may submit to the FEPO a “Request for FEP import authorization” to 
import such property into the United States. Such request is prepared on form 
FEPF-3, and owner must submit proof of ownership of the property. 

(b) Upon receipt of “Request for FEP import authorization” accompanied 
by satisfactory proof of ownership of the property described in an unexpired 
FEP import determination, the FEPO shall execute an FEP import authoriza- 
tion. 

(ec) Proof of ownership shall consist of a photocopy of bill of sale of the prop- 
erty involved or other evidence of title satisfactory to the FEPO. 

(d) The original of the FEP import authorization shall be transmitted to the 
owner of the property and two copies shall be furnished to the collector of 
customs at the proposed port of entry into the United States. 

(e) The FEP import authorization shall contain a description of the foreign 
excess property for which importation is authorized, and shall state the duration 
of the validity period in which the property must be imported and the port of 
entry. It shall also provide space for indorsements by collectors of ev stoms, 
showing dates and quantities of entries, and their declared value. The « xpira- 
tion date must correspond with that shown on the FEP import determination. 

(f) If the applicant has presented satisfactory proof of ownership of the 
specified foreign excess property with his original application for an FEP im- 
port determination, and if an FEP import determination favorable to 
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the entry of the property is issued, an FEP import authorization wy 
be issued in the applicant’s name and will not require subsequent “Re. 
quest for FEP import authorization.” In such cases, the FEP impor 
authorization will be transmitted to the applicant along with FEP import 
determination. 

4. Transfer of FEP import authorization—(a) The holder of an FEP import 
authorization may transfer it to a transferee. If such transfer shall be of ay 
of the foreign excess property specified in the FEP import authorization, the 
FEP import authorization may be transferred by assignment to the transferee 
of the property. If such transfer shall be of a part of the foreign excess prop- 
erty specified in the FEP import authorization, the original holder of the Ppp 
import authorization shall return the original FEP import authorization to the 
FEPO together with bill of sale of the property transferred and submit “Request 
for an FEP import authorization” executed by the transferee. The FEPO shal 
thereupon cancel the original FEP import authorization and issue new FEp 
authorizations to the original holder and the transferee as their respectiye 
interests appear. 

(b) The FEPO shall notify the collector of customs at the proposed port of 
entry of atiy such cancellation of an FEP import authorization, and shall fyr. 
nish to such collector copies of new FEP import authorizations issued ag g 
result of any such transfer. 

5. Returns by collectors of customs.—One endorsed copy of each FEP import 
authorization will'be transmitted to the FEPO by the collector of customs upon 
entry of the foreign excess property described therein into the United States, 
The information contained therein will be appropriately recorded in the FEPO’s 
records (see attachment 1). If the entry is of only a part of the foreign excess 
property described therein and if the FEP import authorization shall not haye 
expired, the copy shall be returned to the collector of customs for further 
endorsement. 

6. Time extensions.—(a) A person who has received from the FEPO an FEP 
import authorization may file with the FEPO, prior to the expiration date 
thereof, a written request for an extension of time. Such request shall state 
any reasons why the extension is needed, and the duration of the extension 
requested. 

(b) The FEPO may allow or deny the request in whole or in part. In de 
termining whether a time extension should be granted, the FEPO will consider 
whether importation of the property would relieve domestic shortages or other- 
wise be beneficial to the economy of this country. He shall promptly notify 
the applicant of his decision, and, if he grants an extension of time he shall issue 
to the applicant form FEPF-15 (extension of expiration date of FEP import 
authorization), and shall transmit two copies of form FEPF-15 to the col- 
lector of customs at the port of entry. 

7. Request for reconsideration of adverse decision by FEPO.—Requests for 
reconsideration must be submitted in writing to the FEPO. Such requests may 
be entertained by the FEPO in his discretion, but no request shall extend the 
period within which an appeal must be taken to the Appeals Board from a deci- 
sion by the FEPO which is adverse in whole or in part to an applicant. 

8. Appeals.—(a) When an applicant has appealed a decision of the FEPO to 
the Appeals Board, the FEPO shall, upon request of the Appeals Board, transmit 
the case file and other pertinent material to the Board. 

(b) The FEPO shall appear at all hearings of the Appeals Board involving 
decisions made by him. He shall also arrange for the production of witnesses 
necessary to support his decision, and shall be represented by legal counsel. 

(c) The Appeals Board will notify the appellant and the FEPO in writing 
of its decision. 

(d@) The FEPO shall carry out every lawful order or mandate of the Appeals 
Board. 

(e) After an appealed case has been disposed of by the Appeals Board, the 
FEPO shall, if necessary, request the return of the file and other material 
supplied by him. ; 


SECTION 8. WORKING RELATIONS WITH THE BUREAU OF CUSTOMS 


01. Provisions of this instruction relating to relations with the Bureau of 
Customs are contained in sections 3.02-4, 7.03-3, 7.03-4, 7.03-5, and 7.03-6. 
Additional detailed procedural provisions are contained in attachment 1 to this 
instruction. In addition thereto, the Bureau of Customs has issued or will 
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issue circulars and other instructional material to its personnel covering rela- 
tionships with the FEPO. The FEPO is required to be familiar with such 
jssuances and to cooperate with the Bureau of Customs in their implementation. 


SECTION 9. IMPORTATIONS IN BOND FOR RE-EXPORT 


01 Pursuant to section 401.9 of foreign excess property order No. 1 (revised), 
the FEPO will not entertain applications for importation of foreign excess 
property in bond for re-export. Jurisdiction over such applications is delegated 
to the Bureau of Customs, subject to the provisions of section 401.9 of FEP 
Order No. 1 (revised). 

02 Procedures regulating such importations are contained in Bureau of 
Customs circulars and/or other issuances of the Bureau of Customs. The 
FEPO shall familiarize himself with these issuances and shall cooperate with 
the Bureau of Customs in their implementation. 

03 Information relating to importations in bond for re-export furnished to 
the FEPO by the Bureau of Customs will be recorded by the FEPO and utilized 
for statistical reporting purposes and otherwise as it may be relevant to. the 
operations of his Office. 


SECTION 10. REVOCATION OF PREVIOUS INSTRUCTIONS 


01 This instruction supersedes FEP Operating Instruction No. 1 of November 
28, 1958. aa 
H. B. McCoy, Administrator. 


JANUARY 15, 1959. 
ATTACHMENT No. 1 


FEP INTERNAL MANAGEMENT PROCEDURE 
SECTION 1. PURPOSE 


The purpose of this document is to establish the internal procedure for the re- 
ceipt, recording, and processing of applications for FEP import determinations 
and requests for FEP import authorizations. 


SECTION 2. RECEIPT AND PROCESSING OF APPLICATIONS 


01 All forms FEPF-1, application for FEP import determination, will be 
received by the office of the Foreign Excess Property Officer, Business and De 
fense Services Administration. Letters of application will be accepted up to and 
including January 31, 1959. After that date all applications must be on FEPF-1. 
Applications by letter received after January 31, 1959, will be returned to the 
sender with application forms and instructions for filing. 

02 Immediately upon receipt of an application for FEP import determination, 
FEPF-1, in the office of the FEPO, the application will be date stamped and 
checked with existing records to determine if a previous application has been 
filed for the same property and a case folder established. The application will 
be assigned (1) to next available number if it is an application for property 
on which no previous application has been filed, or (2) the same number as 
assigned to an application for the same property with the next subnumber affixed 
thereto. If it is a new case, the seller’s name will be added to FEPF-13, 
reference list, indicating the case number. In the event a file has been estab- 
lished for the property, the number will be added to the reference list under 
the name of the seller. Applications for FEP import determination on pending 
sale of Government property will be verified with invitations to bid on file in the 
office of the FEPO concerning invitation number, item, and code numbers, and 
description of property. The invitation, item, and code numbers, and description 
on FEPT-1 will be conformed with the invitation to bid, if necessary. 

8 Applications lacking essential information will be referred by the control 
clerk to the FEPO or the Deputy FEPO to determine adequacy of information 
and for possible return to the applicant. In the event essential information is 
missing from the application, a photocopy of the application will be prepared for 
Tetention by the FEPO and the applicant’s original and copy of FEPF-1 will 
be returned to the applicant under cover of form letter FEPF-5 identifying the 


required information. A copy of the FEPF-5 will be attached to the photocopy 
of the FEPF-1. 
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04 FEPF-12, acknowledgement card, showing application number assignoeg 
and date received shall be prepared and dispatched for applications accepteg 
for processing. The application for FEP import determination, FEPF-1, will pe 
noted to indicate date acknowledgement card sent. FEPF-—12 will not be pre- 
pared on applications which are returned to applicant. See .03 above. 

.05 The following records will be prepared : 

1 Control record card, FEPF-6, will be prepared by transacting pertinent 
information from the application. 

2 On the first filing by an applicant, FEPF-7 (3 by 5) card will be prepareg 
in duplicate showing the name and address of applicant, date of receipt, the 
assigned application number, and commodity (or commodities) covered by the 
application. Subsequent applications received from the same individual wij] 
require the preparation of only one FEPF-7 for numerical filing and a notation 
made on the alphabetical file card as to the case number assigned. 

3 Commodity (product) card, FEPF-8, will be prepared—one each for ag 
many products or as many items as are listed in the application. The applica. 
tion number will be inserted on each card. If a card has been established for 
the commodity from a previous application, entry will be made of the new appli. 
cation number. 

4 FEPF-9, recommendation for FEP import determination, will be prepared 
in an original and three copies in as many sets as the number of industry divi. 
sions to which it is to be sent, giving application number, date, date recommenda- 
tion must be returned to FEPO, a complete description of foreign excess prop- 
erty pertaining to the respective industry division as shown on application form 
FEPF-1, including invitation and item and code numbers if Government prop. 
erty, and such information as may be contained on FEPF-10, record of favorable 
import determinations, authorizations, and importations, concerning importation 
of the same item, class, or category of property, and other information available, 
if any. Copies of or pertinent extracts from any attachments or exhibits accom. 
panying the application in response to item 5 of FEPF-1 shall be attached to 
the division copy only of FEPF-9, recommendation for FEP import determina- 
tion. The orignial and two copies of FEPF-9 and any attachments will be for. 
warded to the appropriate industry division by one copy of form letter FEPF-11, 
One copy of FEPF-9 and one copy of FEPF-11 will be retained in the office of 
the FEPO. 

5 For applications accepted for processing, an applicant’s file folder shall be 
prepared, typing name of applicant and application number with appropriate 
subnumber on a gummed tab and attached to folder. The original of the appli- 
cation, a copy of FEPF-9 and FEPF-11, and all action documents shall be 
fastened with a metal fastener on the right inside of the folder and all corre 
spondence shall be attached on the left inside of the folder in chronological order, 

6 A commodity file folder shall be prepared for each commodity if folder has 
not already been established, and a copy of the application shall be filed therein. 
If appropriate commodity folder is already established, copy of the application 
shall be filed therein. 

7 Subsequent applications for an FEP import determination for which an 
application has already been received, and application number assigned, and 
which has been processed or is in process, will be assigned the same application 
number as the application first filed with the addition of the next available 
subnumber. The application will be processed as indicated in section 2.04 and 
section 2.05 2. An applicant file folder will be prepared in the same manner 
as in section 2.05 5. 

.05 Records will be filed as follows: 

1 The control record card, FEPF-6, will be filed numerically. 

2 FEPF-7 (3 by 5) card will be filed one alphabetically by name of applicant 
and one numerically in the “in process of determination” section of the numerical 
file under date recommendation is due from the industry division. 

3 FEPF-8, commodity (product) card will be filed alphabetically by com- 
modity. 

4 Applications will be put into process, i.e., reviewed by the FEPO prior to 
forwarding to the industry division(s) for recommendation within 48 hours. 

5 The applicant file folder will be filed numerically by application number. 

6 The commodity file folder will be filed alphabetically in a separate file 
by commodity designation. 

7 The photocopy of an application which has been returned to the applicant 
for additional information and a copy of FEPF-5 will be filed alphabetically in 
a “pending information” application file folder. 
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SECTION 3. INDUSTRY DIVISIONS 


01 The industry division(s) to which FEPF-9, recommendation for FEP im- 

rt determination, is sent shall complete the form (parts III through VI), noting 
as appropriate “not applicable” when the particular item does not apply. 

02 The completed original and one copy of FEPF-9, together with any appro- 
priate material necessary to completely document the recommendation, shall be 
returned to the FEPO within the number of days specified on the form and on 
the transmittal memorandum. 


SECTION 4. ISSUANCE OF FEP IMPORT DETERMINATION 


01 After review by the appropriate industry division(s) and receipt of the 
recommendation(s) on FEPF-9, the FEP import determination will be made by 
the FEPO by completing part VII of FEPF-9 if the information received from 
the industry division(s) is considered adequate. If the information received 
from the industry division(s) is not considered adequate, FEPF-9 will be 
returned to the industry division(s) with a request for additional information. 

02 Upon return of the FEPF-9 from the Industry Division(s), the FEPF-7 
(3 by 5) numerical card will be pulled from the “recommendation due date” 
section and placed in numerical sequence in the “recommendation received” 
section. The appropriate notation shall also be made on the FEPF-6, control 
record card. 

03 The FEP import determination will be prepared on FEPF-2 in duplicate 
in as many sets as the number of applications received, including any additional 
copies as may be required. The FEP import determination number will be 
the same as the application number except the subnumber will be omitted. 

04 If the FEP import determination is favorable to the entry of the prop- 
erty, two copies of FEPF-2, FEP import determination, will be sent to each 
applicant together with two copies of FEPF-3, request for FEP import author- 
ization. If the FEP import determination is unfavorable to the entry of the 
property, only one copy of FEPF-2 with the instruction portion of the form 
removed will be sent to each applicant. 

05 Application for FEP import determination, FEPF-1, filed by the owner 
of property for an FEP import determination will also be considered as a re- 
quest for FEP import authorization. FEPF-2, FEP import determination, will be 
prepared for forwarding to the applicant. If the FEP import determination is 
favorable, FEPF-4, FEP import authorization, will be processed as provided in 
section 5. 

.06 Control record card, FEPF-6, will be noted “favorable” or “unfavorable” 
as appropriate. The same notation will be made on the copy(s) of FEPF-7 
filed in the numerical file and transferred to the “favorable determination” 
section under expiration date of the FEP import determination or to the “case 
closed” section under “unfavorable determination” as appropriate. 

07 One copy of the FEP import determination, FEPF-2, will be filed in the 
applicant’s file folder and one copy will be filed in the appropriate commodity 
file folder. 

08 Two copies of the FEP import determination will be furnished applicants 
immediately upon the filing of an application when an FEP import determina- 
tion has already been made as indicated in section 4.04. In this event, the 
original of the FEPF-1, application for FEP import determination, and one 
copy of FEPF-2, FEP import determination, will be filed in the applicant’s file 
folder and the copy of the FEPF-1 will be filed in the appropriate commodity 
file. 


SECTION 5. REQUEST FOR AND ISSUANCE OF FEP IMPORT AUTHORIZATION 


01. Request for FEP import authorization will be made on FEPF-3 by the 
owner of the property. 

02 Request for FEP import authorization will be accepted only for property 
on which a “favorable” FEP import determination has been made. Requests for 
an FEP import authorization on property for which a “favorable” FEP import 
determination has not been made will be returned to the requester. 

03 FEPF-3, request for FEP import authorization, will be assigned the same 
number as the FEP import determination with the applicant’s subnumber 
added. 

04 In the event the requester for an FEP import authorization did not file 
an application for an FEP import determination with respect to property on 
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which a “favorable” FEP import determination has been issued, the request 
will be received, recorded, and processed as an application for FEP import 
determination as in sections 2.04, 2.05 2 and 5, and 2.06 2 and 5. A copy of the 
FEP import determination will be prepared for transmittal with the Fpp 
import authorization. 

.05 FEPF-, FEP import authorization, appropriately identified by the ap- 
plicant’s number, will be prepared in an original and four copies for the pro- 
erty described in the request for FEP import authorization. The origina] only 
shall be on safety paper and bear the following legend: “Original for Property 
Owner Only—This document is the sole authority for entry of foreign excess 
property by Bureau of Customs.” The copies shall bear the following legenq: 
“Facsimile—This copy does not authorize importation of foreign excess prop- 
erty.” The original and one copy will be signed by the FEPO. 

06 The original of FEPF~4, together with a copy of the FEP import deter. 
mination, when appropriate, shall be sent to the owner of the property. The 
signed copy and a conformed copy will be sent to the appropriate collector of 
customs, one conformed copy filed in the applicant’s file folder, and one copy in 
the commodity file folder. 

07 The control record, FEPF-6, will be appropriately noted, and FEPF-7 
the applicant’s numerical file card, marked “Authorization Issued,” dated, and 
filed in numerical sequence in the “Authorization Issued” section of the numer- 
ical file under date of expiration of the authorization. 

.08 FEPF-10, record of favorable determinations, authorizations, and im- 
portations, will be prepared and proper authorization data entered thereon or 
proper authorization data entered on a previously prepared FEPF-10. 


SECTION 6. TRANSFER OF FEP IMPORT AUTHORIZATION 


.01 The transfer of an FEP import authorization in its entirety may be 
made by assignment thereof. 

.02 Upon receipt by the FEPO of notice of such transfer, the FEPF-7 (3 by 
5) card will be prepared in duplicate in the name of the transferee, assigning 
the same number as the FEP import determination with an additional subnum- 
ber. Appropriate notations will be made thereon and the cards filed—one each 
in the alphabetical file and in the appropriate section of the numerical file and 
attached to the transferor’s card. Appropriate notations should be made on 
the control record card and on the copy of the FEP import authorization filed 
in the transferor’s case folder. 

.03 An applicant file folder will be made in the name of the transferee, and 
the customs return copy of the FEP import authorization noted ‘Transferred 
RE et ” filed therein. 

.04 Partial assignments of an FEP import authorization will require the re- 
turn by the transferor of his FEP import authorization accompanied by re- 
quest(s) for FEP import authorizations executed by the transferee(s) and 
photocopies of bill of sale of the property transferred. 

.05 The request(s) in .04 above shall be assigned the same number as the 
original FEP import authorization with additional subnumber(s) and FEPF-7 
(3 by 5) cards shall be prepared, noted, and filed as previously indicated. 

.06 The returned FEP import authorization shall be canceled and separate 
FEP import authorizations describing the specific property will be prepared. 

.07 The FEP import authorizations, other than the one issued to the original 
transferor, shall bear additional numerical suffixes in sequence for as many 
partial FEP import authorizations as are issued (i.e., FEP import authorization 
No. 1001-1, 1001-—1-1, 1001-1-2, etc.). 

8 FEPF-7 (3 by 5) card will be prepared in duplicate for each FEP import 
authorization issued and the numerical copy appropriately noted with the FEP 
authorization number and subnumber and filed in the “Authorization Issued” 
section of the numerical file by expiration date. The original numerical card 
shall be attached to the first numerical card prepared for partial FEP import 
authorizations. 

.09 A file folder will be prepared for each transferee and a copy of the 
FEP import authorization filed therein together with the FEPF-3, Request for 
FEP Import Authorization. 

10 Control record card, FEPF-6, will be appropriately noted and filed. 

11 The FEP import authorizations will be mailed to the persons entitled. 
Two copies of each new FEP import authorization shall be mailed to the appro- 
priate collector of customs together with a covering letter advising of the cancel- 
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lation of the original FEP import authorization. A copy of each of the FEP 
import authorization shall be filed in the appliacnt’s file. 


SECTION 7. RECORD OF FAVORABLE DETERMINATIONS, AUTHORIZATIONS, AND 
IMPORTATIONS 


01 FEPF-10, Record of Favorable Import Determinations, Authorizations, 
and Importations, will be maintained for each item, class, or category of foreign 
excess property authorized and/or imported under FEP import authorization 
or for which a favorable FEP import determination has been made. — 

02 The Bureau of Customs will advise the FEPO of entry of foreign excess 
property into the United States by returning a copy of FEPF-4 appropriately 

each entry. 
eS quantity, talne: and date of entry, as indicated on the collector 
of customs report (the reverse side of FEPF-4) will be entered on the reverse 
side of control record canes a ae ne bee FEPF-10, Record of Favorable 
tions, Authorizations, and Importations. 
ein the event of partial delivery, the same copy of FEPF-4, FEP Import 
Authorization, will be returned to the appropriate collector of customs. 

05 Upon completion of delivery of foreign excess property under FEP 
import authorization, FEPF-4, the control record card and the record of favor- 
able determinations, authorizations, and importations will be appropriately 


wy Appropriate notations should be made on FEPF-7 ( 3 by 5) card filed in 
the numerical file and then transferred to the case closed section of the numerical 
file under importation completed. 


SECTION 8. CASES CLOSED DUE TO EXPIRATION DATE OF DETERMINATION OR 
AUTHORIZATION 


01 If no request(s) for FEP import authorization, FEPF-3, have been re- 
ceived by the expiration date of the FEP import determination, the numerical 
card, FEPF-7, shall be properly noted and filed in the case closed section under 
determination date expired. FEPF-6, Control Record card, shall be appropri- 
ately noted. FEPF-10 Record of Favorable Import Determinations, Authoriza- 
tions, and Importations, shall be adjusted in the favorable determinations 
column to take into account the expiration date of the FEP import determination. 

02 Thirty days after the expiration date of an FEP import authorization, 
the numerical card FEPF-7, shall be properly noted and filed in the case closed 
section under authorization date expired. FEPF-6, Control Record card, shall 
be appropriately noted. FEPF-10, Record of Favorable Import Determinations, 
Authorizations, and Importations, shall be adjusted in the authorizations column 
to take into account the expiration date of the FEP import authorization. 
Copies of the FEP import authorization in the applicant’s file and in the com- 
modity file shall be appropriately noted to the effect that the FEP import au- 
thorization has expired. 


SECTION 9. REQUESTS FOR EXTENSION OF FEP IMPORT AUTHORIZATION DATE 


01 A written request for an extension of the expiration date of an FEP 
import authorization received within the period of validity will be appropri- 
ately noted on the Control Record card, FEPF-6, and the FEPF-7 (3 by 5) 
numerical card noted and filed in the requested extension section of the numeri- 
eal file. 

02 The FEPO will take under advisement the request for extension of the 
expiration data of an FEP import authorization, and if he deems it necessary, 
will request the advice and recommendation of the industry division(s). 

03 Upon decision by the FEPO to grant the requested extension, FEPF-15, 
extension of expiration date of FEP import authorization, will be executed 
and issued in the same number of copies as the previously issued FEP import 
authorization. 

_ +04 The original of FEPF-15 shall be sent to the owner of the property, a 
signed copy and a conformed copy will be sent to the appropriate collector of 
customs under cover of a letter advising of the cancellation of the original or 
previously issued FEPF-4 or FEPF-15 and requesting the return of such docu- 
ments, and one conformed copy will be filed in the applicant’s file folder and one 
in the commodity file folder. 
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.05 FEPF-7 (3 by 5) numerical file card will be appropriately noted and re 
tained in the authorization issued section of the file under the new expiration 
date. 

.06 Control record card, FEPF-6, will be appropriately noted. 


SECTION 10. APPEALS 


.01 The FEPO will be notified by the appeals board of an appeal with the 
request for the case folder of the applicant concerned. 

.02 Control record card, FEPF-6, will be appropriately noted, and the appli- 
cant’s case folder sent to the appeals board. A checkout card will be noted ang 
filed in place of the file folder. FEPF-7, the numerical card, will be noted and 
filed in the appeals section of the numerical file. 

03 The appeals board will notify the applicant of its decision on the appeal, 
A copy of the decision will be furnished the FEPO with instructions as appro. 
priate, together with the return of the applicant’s file folder: 

.04 If the apepals board reverses or modifies the FEPO’s decision, appropriate 
action must be taken in accordance with the appeals board instructions, ang 
the appeals board appropriately notified in writing a copy of any document issue 
by the FEPO in accordance with instructions from the appeals board will be 
filed in the applicant’s file folder, records of the FEPO appropriately noted, and 
the numerical card filed in the appropriate section of the numerical file. 

.05 If the appeals board upholds the decision of the FEPO, the copy of the 
appeals board decision will be filed in the applicant’s folder, and the records of 
the FEPO appropriately noted and filed. 


SECTION 11. REPORTS 


.01 .A daily progress record, FEPF-lIr, will be maintained as indicated. 

.02 A monthy statistical report will be prepared on the basis of the daily 
progress record. 

.03 Quarterly reports will be prepared for submission to the Administrator 
on January 10, April 10, July 10, and October 10 of each year. These reports 
will cover the activities of the FEPO’s office for the immediately preceding three 
calendar months. 

SECTION 12. FEPF FORMS 


.01 Attached is a list of the forms used in administration of the foreign ex- 
cess property program. 


List of forms used in administration of the foreign excess property program 

Form No. Title 

ee ei Application for FEP Import Determination. 

eee i i FEP Import Determination. 

Pe PO oo Request for FEP Import Authorization. 

SE os teicher eects FEP Import Authorization. 

PE PO limicndtmund Form Letter Returing FEPF-1, Application to FEP 
Import Determination, to Applicant for Essential In- 
formation. 

gS Control Record Card (5 by 8). 

BN ee ad Alphabetical and Numerical File Cards (3 by 5 and pre 
pared in duplicate). 

Pie -62 ek. Commodity Record (3 by 5). 

ET si pita comntegeapbibeic Recommendation for FEP Import Determination. 

Dp ES. Fate ee Record of Faborable Import Determinations, Authori- 
zations, and Importations. 

BOPP 1t Le Transmittal Memorandum—Forwards FEPF-9 to In 
dustry Division. 

Pape 12 2 Acknowledgement Card. 

PRP rise. sos Seller’s Reference List. 

Ee BB icc tisctiectinatee Daily Progress Record. 

Pre wipi.2o) ul Extension of Expiration Date of FEP Import Authori- 
zation. 


Mr. Rivtexs. I would call to the attention of the chairman in that 
connection the requirement set forth on page 7 of the operating in- 
structions for submission of applications in writing to the Department. 
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At the hearings which were held last July, the Department received 
criticism, and I believe with much justice, for some informality in pro- 
cedure. In an effort to correct any such informalities, more formal 

rocedures were established and an effort has been made to comply 
with the procedures as they have been spelled out. 

I think that the matter of telephone inquiries really is not an ap- 

ropriate matter for the Department to consider in terms of its own 
regulations which require that applications be submitted in writing 
so that they may be reviewed by the technical experts of the Depart- 
ment which, of course, cannot be done in terms of telephone inquiry. 

Chairman Dawson. Thank you very much. 

Our next witness is Mr. Dick. 


STATEMENT OF ORVILLE DICK, PRESIDENT, P.T.R. SALES, INC., AND 
PRESIDENT, PARAMOUNT TRUCK RENTAL, INC., PARAMOUNT, 


CALIF. 


Mr. Dick. Mr. Chairman, members of the subcommittee, my name 
jis Orville L. Dick. I would like to ask that Mr. Groban be kept here. 
I want to know how he can make this percentage of profit he talks 
about. I have not been able to do that in my business. 

Chairman Dawson. That discussion will take place during the noon 
hour. ; 

Mr. Dick. I am president of P.T.R. Sales, Inc., and also of Para- 
mount Truck Rental, Inc., both of Paramount, Calif. 

These companies are engaged in the sales and rental of trucks. 
Many of these trucks are sold and rented for highly specialized pur- 
poses, primarily in the construction industry. 

I appreciate the opportunity to testify before this subcommittee to- 
day. Although I am not an importer of surplus property. I am never- 
theless quite adversely affected by the present policy of the Depart- 
ment of Commerce in restricting the importation of surplus property 
purchased abroad. This is because I and my customers rely to a 
very great extent upon the availability of surplus trucks, and com- 
ponents and parts for these trucks. Specifically, I rely very heavily 
upon Green ‘Truck Sales and the Ellis Co., both of whom are repre- 
sented here today, as my main source of supply for these trucks and 
parts. With the restrictions upon importation of foreign excess prop- 
erty which have become acute in the past several months, very serious 
problems are developing in my business activities, and these difficulties 
are already being felt by my customers. 

One of the areas of greatest difficulty concerns water trucks. As I 
am sure the members of the subcommittee know, California has always 
had a very serious shortage of water, and water trucks are absolutely 
indispensable for hauling water to construction sites. We have had an 
extremely dry year in California this past year, and, as a consequence, 
the demand for water trucks is especially great at this time. As a 
matter of fact, the demand is so great that at the present time I would 
not think of agreeing to the sale of a truck without receiving a very 
substantial deposit. 

My companies are engaged in the assembly, as well as the sale and 
rental, of these water trucks. Our normal practice is to buy Govern- 
ment surplus trucks. At the present time the going price for such 
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trucks in Government surplus sales is between $2,000 and $2,500 each 
This price has increased very sharply in the past year or so becayse 
of the heavy demand for these trucks. After I have the surplus 
truck, a very substantial reconditioning job is required. We usually 
spend at least $1,000 in reconditioning the truck in order that jt 
operates properly. Following the reconditioning, we mount the water 
tank and related equipment onto the truck. The cost of this ranges 
from $1,750 to $2,500 depending upon the size. You will see from this 

that while the trucks are in our hands we spend perhaps $3,000 to 
$3,500 per truck in making it ready for use. Another way of putting 
this is to say that we add $3,000 to $3,500 to the value of each truck 

Of this amount, at least $1,000 represents labor costs. During the first 
9 months of our companies’ fiscal year we have spent $351,000 on 
material and labor. 

You may ask why we use surplus trucks rather than buy new trucks 
for the same purpose. The answer is very simple. The trucks which 
are manufactured today, and the used trucks now available which 
were manufactured within the past several years, simply are not as 
rugged and useful for rugged work as are the trucks which wer 
manufactured during the World War IT period and which are now 
available in surplus property sales. The fact of the matter is that 
people who need and use water trucks are simply not interested in new 
trucks. I might mention that there are a very few new trucks which 
are suitable for this purpose. In the past 2 years my companies 
have sold ete 400 water trucks, all of them surplus, and in 
this same ——, to the best of my knowledge, there have not been 
more than half a dozen nonsurplus water trucks in use in that portion 
of California which my companies service. 

In many cases my companies rent water trucks to users who prefer 
to lease rather than tobuy. Iam reasonably certain that if new water 
trucks were available for lease, the rental charges would be identical 
to those which I make for surplus water trucks. My experience has 
been, however, that no contractor in his right mind would want to rent 
a new truck, because the comparative ruggedness of the surplus trucks 
enables them to haul at least 10 percent more additional water in each 
8-hour workingday. To phrase this differently, a surplus water truck 
can haul 3 or 4 more loads of water than a new water truck during each 
8-hour day. 

I should point out one more reason why I do not buy new trucks 
to modify for water truck use. This is because it is not possible to 

urchase a new truck which will perform comparably without accept- 
ing a delivery date at least 60 to 90 days in the future. My customers 
are simply unable to wait that length of time for water trucks. 

In my judgment, based on my extensive experience in this business, 
there is no real market for new trucks for use as water trucks. I do 
not believe that the surplus trucks which I purchase can really be 
regarded as competitive with newly manufactured trucks, even if 
newly manufactured trucks are available, which they are not. Some- 
body who wants to purchase a water truck from me can purchase 4 
fully guaranteed surplus truck for between $2,700 and $8,750 depend- 
ing upon the size. A comparable new truck would range in cost from 
$6,000 to $18,000. I know of no contractor who is willing to pay these 
new truck prices, despite the urgent need for water trucks. An addi- 
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tional reason for this is because the average life of a water truck, 
whether it is new or surplus, does not exceed 3 years. Contractors are 
not interested in investing this sum of money for a piece of equipment 
which will be useless in only 3 years. 

Another problem, and a particularly severe one, which I and my 
customers face because of the prohibition against importation of 
surplus property relates to — parts for those water trucks. It is 
becoming increasingly difficult to keep my rental fleet in operable con- 
dition and to service the water trucks which I sell to my customers. 
I have been able to keep my rental fleet in opens only by taking 

arts from other trucks which have not yet been reconditioned, and 
[ will not be able to place these trucks in operation until I find parts 
for replacing what I have taken from them. This is because the 
supply of parts and <a for these surplus trucks has been 
primarily surplus disposed of by the U.S. Government abroad. Since 
these importations have been cut off, these parts have not been avail- 
able. I have seen the testimony presented to this subcommittee last 
summer by representatives of various automotive manufacturers in- 
eluding Willys, Timken, Bendix, and the Associated Equipment Dis- 
tributors. I would like to tell the subcommittee, based on my own 
painful experience, that none of these manufacturers, and no other 
manufacturer in the United States, is able to furnish me with replace- 
ment parts and components necessary to keep the water trucks which 
I have sold and rented in operable condition: If replacement com- 
ponents and parts are not available, and I cannot assure my customers 
that they are available, there would be no point in anyone’s buying 
these surplus trucks from the Government. This would be costly, not 
only to the national economy, but to the Government itself since only 
a fraction of the price now received by the Government would be bid. 
It is, therefore, a matter of the most urgent necessity that the Depart- 
merit of Commerce immediately authorize the importation into the 
United States of such components and parts as are offered for sale by 
the U.S. Government in its oversea bases. 

Mr. Chairman, may I say again that I very much appreciate this 
opportunity to appear, and I hope that your interest in this problem 
will facilitate a prompt solution to this problem. 

Chairman Dawson. You are not a surplus buyer ? 

Mr. Dick. No; I am a customer. In the past, up until a year ago, 
I was having not too much trouble in getting trucks to recondition. 

Chairman Dawson. Have you had any dealing with the Depart- 
ment of Commerce ? 

Mr. Dick. No; I buy direct from surplus dealers in the area or 
direct from the Government. 

In many cases, the question comes up of why don’t I use new trucks 
for surplus. In California, there are very few water trucks. 

Chairman Dawson. You have had no dealings with the Depart- 
ment ¢ 

Mr. Dick. No dealings whatsoever. 

Chairman Dawson. You don’t know anything about the regulation ? 

Mr. Dick. I might point out the reason we don’t buy new trucks, 
the industry does not built a truck that we can use for a water truck. 
It takes a 3-axle-drive truck which, the only way you can get one 
of them is on an order and it takes them 60 to 90 days to get one. 
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But the contractor cannot wait 60 or 90 days for water. That js 
something that will shut down a job right now. 

Chairman Dawson. Thank you very much. 

Mr. Kamrretman. May Mr. Dick submit supplementary materia]? 

Chairman Dawson. Certainly. 

I understand, however, he is not a dealer and he has had no dealings 
with the Department. + 

They have explained about their new regulations and so forth, 

Mr. Dick. One thing I would like to bring out— 

Chairman Dawson. Bring it out, sir. 

Mr. Dick. Right now, I am having an awful lot of trouble. I have 
a lot of trucks I bought. I have been robing these trucks for parts, 
I have 20 or 30 trucks sitting around that I intended to build into 
water trucks but I cannot build water trucks out of them now for 
lack of parts and they are not available in the United States. The 
only place I can get those parts is from surplus dealers, but they 
don’t have them now so it ends up that I have a bunch of useless 
trucks. 

Chairman Dawson. They have had trouble getting materials. They 
are testifying as to their troubles and they think it is because of the 
new ruling of the Department of Commerce. The Department is here 
to answer. You have had no dealings directly with them. 

Mr. KampetmMan. We thought Mr. Dick’s testimony would be of 
interest to the committee. 

Chairman Dawson. It is of interest but time is also of the essence 
to us right now. We are holding these hearings for the mutual 
benefit of the Commerce Department and industry because industry 
has been complaining that they are not being treated right and the 
Department is here. Congress is charged with the responsibility of 
representing the Government, of representing the people, and we are 
trying to bring the two together to see if we cannot get a working 
arrangement, and time is of the essence. 

Mr. Kamreetman. We appreciate your time problem, Mr. Chair- 
man. 

Mr. Barry. I have been called to the floor, so apparently we will 
not have a quorum here and we may have to adjourn to another day. 
We are on a very short time schedule, so any witness you have, any 
testimony presented, should be pertinent to the situation at hand, even 
though we recognize the hardship that may be caused this gentle- 
man 

Mr. Kampretman. We thought that Mr. Dick’s testimony was vital 
because his is another segment of the economy. 

Chairman Dawson. It is not vital to the segment in that he has had 
no dealings with the Department. We would not have them up here 
giving their time and taking the time of the Congress, which is pressed 
so keenly, when there are others here in the business affected by the 
ruling. There can come an understanding out of this hearing, I am 
thinking, that will be beneficial to the industry and beneficial to the 
Department of Commerce. It is not one of criticism; it is one of try- 
ing to find a common meeting ground, to understand each other, and 
to bring—the group you represent—to bring the benefit of what we 
believe are the rulings of the Department. 
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If you will file your statement for the record, it will go into the 
record and be considered by the committee when it goes into executive 
session. a ; 

Mr. Kampetman. Thank you, Mr. Chairman. 

Chairman Dawson. The next witness will be Mr. Fuetsch, Joseph 


Fuetsch, East Bay Tire Co., Oakland, Calif. 


STATEMENT OF JOSEPH FUETSCH, MANAGER, EAST BAY TIRE CO., 
OAKLAND, CALIF. 


Mr. Furrscu. Mr. Chairman and committee members, my name is 
J. M. Fuetsch. I am the manager and senior partner of the Hast 
Bay Tire Co., 221 Oak Street, Oakland, Calif. 

1 was the organizer of this partnership in January of 1946 and 
have been actively engaged in the tire business since that time. 

Previous to that time I spent 10 years with the Firestone Tire & 
Rubber Co. and had charge of company stores and retread shops in 
northern California and Nevada. Our firm is whique in the tire 
industry because we adhere to brokerage and the jabbing end of the 
business. 

Our area of distribution does not recognize any geographic bound- 
aries, as we sell anywhere in the United States, and in foreign coun- 
tries, if possible. 

We have been substantial buyers of surplus military tires, domestic 
installations, and also foreign bases. This includes Alaska, Hawaii, 
Guam, Okinawa, and Japan. 

We have a representative in Japan who is still on our payroll, even 
though we are presently being denied import of surplus military 
tires and tubes by the Department of Commerce. 

Up to the early part of August 1958 in most cases we were able 
to obtain either an import permit or a predetermination letter from 
the Department, although on several occasions we did have some 
difficulty. 

We were unaware of the hearings which were held last July 28 
and 29 because we were not advised of the meetings. 

We were quite shocked to learn that the Department of Commerce 
has ceased to issue any import permits for military surplus tires 
because of the Dawson committee hearings. 

Chairman Dawson. The Government Operations Committee. 

Mr. Fuerscu. Because of our large investment in Japan, I went 
to Washington early in October of 1958 and talked to officials of the 
Department of Commerce, including Mr. F. Steel Ernshaw, Deputy 
Foreign Excess Property Officer, at that time, and Mr. Scott D. Over- 
ley, in charge of the Rubber Division. I also had a conference with 
Mr. McCoy in the presence of Mr. Ernshaw. 

The only satisfaction I received at those meetings at a time when 
Thad import permits pending was that new rules and regulations 
would be issued and would be published some time after January 
of 1959, and, of course, when this evolved, we got the criteria and 
principles which are discouraging us today. 

I determined on that visit that not one representative of any of 
the tire manufacturers had appeared at the hearings to protest the 
return of any military surplus tires from abroad even though they 
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had been invited to testify. The fact that the possible quantity of 
military surplus tires to be returned in any one year from abroad 
would have only amounted to approximately one-twentieth of | 
percent of the total 1958 production of tires in the United States 
perhaps influenced the tire companies not to appear. The amount 
was so small. And further consideration was probably given to the 
fact that tires being returned were, in many cases, old, synthetically 
marked tires, which were produced in the early forties or middie 
forties. 

Tires are perishable. They deteriorate with age. 

Therefore, tires, surplus tires, do not compete in markets with 
newly manufactured popular sizes which comprise 90 percent of the 
truck production and most of the tires we are interested in are truck 
tires rather than passenger tires. 

The unused tires sold today by Government agencies are sold by 
firms such as ours in competition with the used tire market, and 
it is supplememtal—a supplement to the used tire market and cer- 
tainly not in competition for market tires. 

Many requests for import permits and predeterminations have 
been submitted to the Department of Commerce since August of 1958, 
and, with one exception, they have all been denied. That one ex. 
ception was for a size of tire that we finally proved to the Department 
of Commerce was not presently being manufactured and has not been 
manufactured for several years. They submitted facts to prove that 
the tire was being made, 

However, after we finally—after several phone calls, telegrams, 
and letters—convinced them they were not talking about the same 
tire for which we asked, the import permit was granted. 

There are many sizes that might be confusing. I think that prob- 
ably confused the Department of Commerce at the time because we 
asked for a permit for truck and bus tires and they wanted us to 
supply implement tires for drop center rims, which cannot be used 
on a flat base truck rim. 

Every other permit has been denied, even though we have sub- 
mitted information to show, in our minds, that it would be bene- 
ficial to our economy and would relieve a shortage. 

The Department took action to defend themselves by writing the 
criteria and principles which are now in effect. 

Keep in mind that I am talking about tires. I am not interested 
in any other surplus. I am busy enough trying to make both ends 
meet in the tire business without getting involved in the purchase 
of any other type of surplus. 

By setting up these principles, they have now built a bomb shelter 
which makes them invulnerable to any criticism such as that of last 
July. Their present stand is that as long as they do not issue any 

rmits they don’t get hurt. In other words, they are tossing the 

all to Congress. 

Surplus military property being sold in our domestic bases seems 
to be decreasing in volume each year. Many of the foreign bases have 
been closed and, I might say, in Japan, several of them, large ones, 
are being closed right now and will be closed in July and August. 

The surplus property is now disposed of in only small quantities 
now being generated at the remaining bases—talking about tires now. 
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There seems to be no criticism of surplus being sold in domestic 
pases and the tires that are being sold here are in very substantial 
ry closet estimate of the amount sold on foreign bases is about 
Ti percent of all sales. In other words, approximately 714 percent 
of all surplus generated comes from foreign bases. é. 

In our present high economy, with the tire industry producing at 
record levels, sales figures being higher than in any other period in 
history, profits reaching abnormal heights in the tire business, and 
the improvement in employment reaching new high levels, there can 
be no justification for any protest by the tire manufacturers against the 
return of any military surplus. The demand is there. Today they 
cannot supply all the needs, and many dealers are being back-ordered 
30 and 60 days. They have had some strikes in the industry and 
they are going to be faced with more trouble after the steel strike 
or the steel negotiations are settled, because they have not come to an 
agreement on the hourly wage increase. 

They did settle some fringe benefits here a few days ago. 

Several thousand new tires are imported each year from foreign 
countries to augment our present supplies. Such tires are produced 
in foreign countries in factories in which many of our domestic com- 

anies have heavy interests. If they could produce the same tires in 
their U.S. tire factories at lower costs, they would do so. However, 
they find that their production costs are lower in foreign countries 
and that they can pay the import duties and excise taxes and still 
make a substantial profit. 

There is no restriction on the import of such new tires. 

I even have one price list by one of the major rubber companies on 
tires that are imported and they say on the price list that these tires 
are imported from their foreign subsidiary companies. 

We were recently refused a permit to import 2,000 750x20 8-ply 
nondirectional military salvage tires. This size is now an obsolete 
tread design because all military trucks are now on 900x20 8-ply tires, 
instead of 750x20. They have found that to be a more satisfactory 
size and for quite a few years now, 900x20 8-ply tire is standard equip- 
ment and has replaced the 750x20. 

Keep in mind that we are discussing military, nondirectional treads. 
They are not listed in the price lists of the major companies. 

Under the criteria set up by the Department of Commerce, a user 
would be forced to buy a highway-type tread design or an off-the-road 
tread design, that would not match the pulling power of the military 
nondirectional tread. 

In other words, if the user needed one replacement tire to match 
up with his duals, he would have to buy a size that would not match 
with the other three tires on the truck, or a type of tire that would not 
match with the other tires on the truck. 

It is true that a special order can be placed for a minimum number 
of, say, 500 new tires with the rubber company and perhaps in 60 to 
120 days get them from one of the factories. But how does that 
take care of the tire dealer who wants 10 tires in the State of Oregon 


of the dealer who wants 20 in Texas, 15 in Wisconsin, 30 in 
California ? 
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Who is going to place the initial 500 tire order and distribute those 
tires? And keep in mind, also, that there are many tire manufae. 
turers, and they have their own dealers and these dealers cannot buy 
from other tire manufacturers because they don’t have the franchise 
to to so. 

So, these little fellows can’t go ahead and buy and place an order 
of that size. 

Yet, that is the position that the Department of Commerce takes 
today in refusing—one of the positions—in refusing us a license, 

Now, I wish to call your attention to the Rubber Manufacturers 
Association monthly of October 1958, a bulletin entitled “Rubbe; 
Highlights,” in which the following was reported: 

A further decision of the group was to advise the Business and Defense 
Services Administration of the Department of Commerce that the total current 
shortage of recappable casings has presented the industry with a serious prob. 
lem and to suggest that the present shortage situation would justify action by 
BDSA in issuing permits for the import of surplus recappable casings from 
Government depots overseas. 

Here is an association whose membership comprises practically all 
of tire and rubber manufacturers in the United States going on 
record with BDSA that they should issue permits for an import of 
recappable casings. 

The National Tire Dealers & Retreaders Association, whose mem- 
bership includes several thousands of the best: independent tire dealers 
in the United States, has also gone on record with the Department of 
Commerce that this shortage exists and has become critical. This 
year it is worse than ever. 

I would like to have anybody interested call any dealer, a tire deal- 
er, in Washington, D.C., and ask him if he could supply, as an ex- 
ample, ten 8.25 by 20 or ten 9.20 or 10 recappable, clean casings. I 
am talking about the casings for recapping. I would bet you that 
you could not find them because they just are not available, 

I discussed this casing shortage with Mr. Howard E. Gates, and he 
acknowledge it that the Department knew of these shortages. His 
reason for declining to issue the permit for recappable casings was 
that they could not tell the difference between a recappable casing and 
a used tire and that some used tires might enter the country under 
such a permit. 

A used tire is only on the wheels for a limited time before it has 
to be recapped, so no harm is certainly going to come from the import 
of used tires that might be brought in with the recappable casings. 

The manner in which the criteria for judging requests for permits, 
as set up by the Department of Commerce, makes it impossible for 
an application to receive a favorable decision. 

In fact, it took the writer a few months to awaken to the fact that 
Commerce has written the criteria deliberately to shut out completely 
any American surplus on foreign shores, 

I guess I wasn’t very smart. It took me all of that time to find out 
that I couldn’t get a permit. : 

Now, if there are any questions at all about giving a favorable per- 
mit for the import of surplus tires and tubes, the rubber division 
phones or wires the tire manufacturers only to get the information 
about the particular sizes and to see if they are available. No con- 
sideration is given to the information furnished by the National 
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Dealers, Tire Dealers & Retreaders Association whose membership 
js truly representative of the great number or the majority of the 
independent tire dealers. r 

Now, no consideration has been given to us in small business on this 
particular matter. We are not allowed to purchase such surplus 
property from foreign shores, even though our taxes paid for it, and 
our taxes are now being increased because of the low return being 
received for surplus on foreign basis due to lack of U.S. bidders who 
cannot obtain import permits. 

The criteria and principles submitted by the Department of Com- 
merce governing such imports are such as to completely shut out for- 
eign imports. , 

I am now referring to tires because that is what I have had my 
experience with. . 

t was always my impression that this law was to protect labor 
from the dumping of U.S. military service-generated materials in the 
United States after World War II. No consideration has and is now 
being given to absorption by industry in an orderly manner of this 
merchandise without affecting materials in our own country. 

We are in practically a boom period. A new labor contract has 
been signed with the major companies. 

Another period of discussion will come up in a few months for 
hourly increases. 

We are faced with higher prices again for new tires and tubes. 
That is common talk in the tire industry today. 

Now, on one side, you will see President Eisenhower’s Commit- 
tee investigating inflation. On the other side, you will see the Depart- 
ment of Commerce fostering inflation by not allowing this merchan- 
dise to be returned. Such inconsistencies do not make much economic 
sense to me. 

I gained the distinct impression from reading the testimony that it 
was your impression, Mr. Chairman, from the statement that you 
made at the last hearing, that it was the economic condition of our 
country and the economic condition of our various industries that 
should govern the flow of such yew merchandise. 

Unless the criteria are changed by Commerce, our business will be 
materially affected, creating less employment. 

Dealers who have been supplied with this merchandise over a period 
of years will also have to curtail their activities. 

We are badly hurt by this new ruling. 

A solution to our problem can be had by some suggestion from this 
committee. I don’t know—that is why the attorneys are here. I don’t 
know what it takes, but we have got to get this thing rolling again. 

I want to say one more thing here; from the early part of 1955 to 
the latter part of 1958, we returned many thousands of American- 
made surplus tires from pone shores. The sales of these tires bene- 
fited our economy during good times and bad because many thousands 
of casings were reconditioned and absorbed in the market. 

This created additional labor and necessitated the purchase of re- 
pair materials. The materials were all absorbed by dealers and stores 
owned by major rubber companies. 

Talking about company stores, never at any time was there any ob- 
jection raised to the import of these tires, either during a recession or 
ina period of prosperity. 
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We are caught in this particular commodity today because of this 
restriction put on by the Department of Commerce. 

During the past 15 years, there have been literally thousands of 
surplus trucks, jeeps, weapons carriers, scrapers, miscellaneous equip- 
ment, sold to farmers, ranches, loggers, contractors, and so forth, 
They only use the equipment a few months out of a year and they 
must find an obsolete tire such as we find in Government surplus to 
keep them operating. 

The value of the equipment does not warrant purchasing a new 
nylon current production tire. In fact, 85 to 90 percent of the tires 
that we bring in go to the farmers. 

There are thousands of trailers manufactured in California, cotton 
trailers, vegetable trailers. So much of the stuff goes to them. 

We have a deal on now with a concern in Iowa for tires, on the lone 
permit that we received, an obsolete tire. They are very much in- 
terested. They are trying to find some. They wondered where the 
rest of them were. 

We contacted them recently and they are anxious to buy them from 
us and we are anxious to sell. They are going on manure spreaders 
that are being used throughout the Midwest. 

Our firm specializes in the distribution throughout the entire West 
as well as nationwide to dealers who ask for odd sizes, obsolete or used 
tires or casings. ‘They may be obsolete because of tread design, ply, 
size, cord construction, or maybe some other reasons. F 

Our firm is recognized by tire dealers, tire manufacturers, as buyers 
and distributors of such merchandise. 

Letters attesting to this fact are available here. 

Now, many thousands of new tires are received each week from 
foreign countries for our replacement market. And in addition, ap- 
proximately 2,500,000 foreign-made tires will arrive this year on im- 
ported automobiles. Many of these tires are imported from foreign 
associated companies of our domestic manufacturers. 

Now, how can Commerce rightfully deny the application for return 
of Government surplus for tires amounting to, say, thirty to seventy- 
five thousand tires in 1 year from both Europe and the Orient when 
there are several million tires being brought in from Europe, particu- 
larly by our own tire manufacturers in this country. 

Now, if it is your belief that the present surplus law and criteria 
set by the Department of Commerce 1s not following the intent of the 
Congress during this great era of expansion in our country, then, the 
criteria should be flexible enough to allow the dwindling quantity of 
this foreign excess property to be returned to our shores and I trust 
that this committee will see the wisdom of this action. 

I want to thank you for allowing me to discuss the present condi- 
tion of the tire industry and I hope that your recommendations will 
again allow the free flow of surplus tires and tubes from abroad to be 
absorbed in our present economy. 

Chairman Dawson. Any questions. 

Mr. Rrntets. No questions, sir. 

We have considered a number of applications for the importation of 
tires in the Department and in some cases where they represent sizes 
that ze not being currently produced one or more permits have been 
issued. 
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As Mr. Fuetsch pointed out, the problem of the area of competition 
is involved in the tire matter and it has been the considered judg- 
ment of the Commerce Department that tires are in competition with 
other tires of the same size, whether they are new, used, or retreads. 

With this thought in mind, the market has been examined to de- 
termine whether there is ample supply of tires in a given size and 
where it has been found that there is, even though those are new tires, 
under the criteria as formulated, a conclusion has been necessary that 

rtage exists. 
ee beltove that this is a matter which is governed by the statute 
itself rather than by any interpretation. 

We think that the interpretation flows naturally from the language 
of the statute which requires an affirmative finding by the Department 
that there exists a domestic shortage or that importation would other- 
wise be beneficial to our economy. 

Chairman Dawson. Do you think there are enough of these old, out- 
of-date size tires here to justify the importation of that out-of-date 
size from abroad as surplus? 

Mr. Rintexs. I think it depends upon the specific size which the im- 

rter desires to import, Mr. Chairman. Sizes are examined inde- 

ndently of each other. We do not accept blanket applications for 
unidentified tires. They must be broken down in terms of particular 
sizes that the importer desires to bring in. The investigation is made 
upon the availability of the sizes which he seeks to import. 

Chairman Dawson. Are you of the opinion that the dealer can 
file an application that will be considered by your Department for 
these out-of-date sizes? 

Mr. Rintexs. Yes, sir. 

Chairman Dawson. And that it will be granted by your Depart- 
ment? 

Mr. Rintexs. If the facts warrant the finding of a shortage, yes, 
sir. 

Mr. Furrscu. Mr. Chairman, in this discussion here, the only ad- 
mission that I can get is that if they don’t find the tire listed any- 
where, they might give us an import permit, but if we apply for 
750x20’s, as an example, there are aan types of 750x20’s made, and 
as long as that tire is still being made in that size, they will not give 
us an import permit. And yet a 750x20 nondirectional military tire is 
rapidly going out and you can’t buy them in this country. 

hairman Dawson. Can’t buy Nain on the open market. 

Mr. Fuerscu. They are wrecking a lot of the old trucks in Japan 
today, and there are some of them available. 

Chairman Dawson. Cannot you so write your application that it 
will include only those that you know are out of date or outmoded ? 

Mr, Fverscu. Mr. Chairman, I guess I have asked or have applied 
for as many applications through the Department of Commerce for 
tires as any other concern. I have kept them rolling in, and I wanted 
them to be of record. 

I have one application on hand, still on file. I filed it last week— 
I phoned yesterday to see what the results would be, and I pointed 
out in my letter that they are obsolete sizes. I talked to Mr. Lovell 
and I talked to Mr. Overly, who said consideration is being given to 
the application. 
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However, I have been told that on the telephone so many time 
after filing formal applications that the consideration is being given 
that it is not going to be on the affirmative side. 

Chairman Dawson. Aren’t you prejudging ? 

Mr. Fvuerscn. Maybe after this hearing, they might give me thi 
one; I don’t know. I hope so. 

Mr. Montrcomery. Did I understand from your testimony awhile 
ago, that applications were being turned down for importation of 
surplus tires that would fit the imported automobiles that are not 
manufactured domestically ? 

Mr. Fuerscu. No, I did not say that. You don’t need an import 
permit from the Department of Commerce to bring back newly many. 
factured tires. 

Mr. Montcomery. That wasn’t my question. I thought I under. 
stood you to say that permits were being rejected for importation of 
surplus tires that would fit these foreign automobiles that were not 
produced here in America. 

Mr. Fverscu. No, I didn’t say that. 

I might say that on the surplus market tires and tubes perhaps 
bring the highest return or close to the highest returns to the Govern- 
ment of any surplus commodity being sold. 

I just bought on a sale, two large tires at Norfolk, Va. The two 
tires cost me $1,037 each. The Government’s acquisition cost on those 
two tires is probably $800. . Those tires are not being made, and I am 
not paying above the former dealer cost that we had before, while 
they were being made, but I am paying a premium price in order to 
get those tires today. 

At the same time, there were some more tires sold at a price within 
90 percent of the Government acquisition cost, a quantity of them. 
They do bring good prices all over the domestic markets and in foreign 
markets. 

Of course, on the foreign market today on tires, bid price has been 
low because the Department will not give us applications or import 
permits. 

Chairman Dawson. Thank you very much. 

We have several other witnesses. 

There is a bill before Congress on which there may be a rollcall 
at any time. 

The question which faces us is whether we should try to continue 
these hearings this afternoon or put them over to another date. 

I noticed that many of the companies involved are from out of the 
city. 

As many of you as have written statements, such as one speaker had 
with him, the last speaker, can put your statements on file, and they 
will be put into the record and will be considered by the committee 
in its executive session. Your statements will be available to the 
Department. 

So, as many of the remaining witnesses as have statements and 
would like to file in lieu of testifying, can you indicate it now? 

I have among the witnesses Mr. Deller, Mr. Connell, from Fresno, 
Calif., Mr. Schnitzer. of Portland, Oreg., Mr. Ellis, of Gardena, 
Calif., Mr. Green of Los Angeles, Mr. McWilliams, of Bronx, N.Y., 
Mr. Smith, of Washington, D.C., Mr. Nathan, representing the 
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Nathan Associates, Inc. He lives here in the city and he can testify 
at a later date or file a written statement. Ysby 

Mr. KamrecMan. We have Mr. Deller and Mr. Connell. Their 
statements will be extremely brief, as [ understand it. I don’t think 
they have prepared testimony. They just arrived in town late last 
night, but my understanding 1s that neither of them should take more 
than 5 minutes with respect to their testimony. 

As far as the others are concerned—— 

Mr. Scunirzer. I would like to have about 5 minutes. My state- 
ment is typewritten, but since listening to these conversations, I have 
added eight points that are very important. . 

Mr. Kamretman. Mr. Schnitzer apparently has a very important 
statement but can summarize it in 5 minutes. 

Mr. Scunirzer. Briefly, fast, I am president of the Island Equip- 
ment Co., Agana, Guam. . 

Chairman Dawson. Mr. Schnitzer has made himself the next 
witness. 


STATEMENT OF MORRIS SCHNITZER, PRESIDENT, SCHNITZER 
STEEL PRODUCTS CO., ISLAND EQUIPMENT CO., AGANA, GUAM 


Mr. Scunirzer. I arrived an hour ago by plane. I am leaving for 
the west coast in an hour. My problem is that I am president of the 
Island Equipment Co. of Agana, Guam. As you all know, Guam is a 
Territory of the United States. 

We have been shipping nonferrous metals back to the United 
States since this business was founded in 1950. Most of our copper 
and brass scrap was shipped to the Los Angeles area and some to the 
New York area. Our principal buyer in Los Angeles is the H. 
Kramer & Co. and in the New York area it goes to American Smelt- 
ing & Refining Co. and International Minersts & Metals Corp. 

Our battery products, such as battery lead and soft lead have been 
shipped to M. Kirk & Sons, Inc., with plants in Portland and Los 
Angeles and to American Smelting & Refining Co. in San Francisco. 

We usually have about 200 to 300 tons a year nonferrous. Most of 
this material is produced by normal scrap collection on the island of 
Guam and less than 50 percent of this is American Armed Forces 
production. This comes from the Army and Navy who have large 
units there. 

We, also, produce about 50 to 75 tons per year of stainless steel 
scrap. This material has been shipped to H. Klaff & Co., Inc., of 
Baltimore who are suppliers of American Rolling Mills. 

We have recently shipped to the United States 2 tons of tin-bearing 
material in new ingots. The Department of Commerce does not allow 
even this type of material into the United States yet thousands of tons 
of tin can be brought in from Indonesia, Malay, and so forth. 

All American smelters and practically all steel mills are dependent 
on scrap as one of their forms of raw materials to make the finished 
product ; 85 to 90 percent of the finished products of all the smelters 
and refiners of nonferrous is made of scrap or secondary products. 

We have never tried to ship much of our material to any other source 
than the United States. Up until the present time the demand has been 
steady for scrap brass, copper, and lead in the United States and the 
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foundries and smelters are always asking for this material to help kee 
their plants running. P 

We have recently shipped some stainless steel and tin-bearin 
material into the United States from Guam (not knowing the Depart- 
ment of Commerce has excluded these products from importation into 
the United States since February of this year) and when we asked the 
Department of Commerce for a permit to bring this material in it was 
turned down. H. Kramer & Co. have asked us for nonferrous metals 
within the last 30 days and we told them we could not bring it jp 
after having received word from the Department of Commerce it was 
not importable. Kramer contacted the Department of Commerce and 
we have copies of their correspondence which showed that even some 
of the people in the Department did not have the clear information, 

In the scrap industry you cannot turn the flow of material on and 
off like water. It takes time to build up your flow and to build up your 
sources of raw material and to our knowledge, now that the airplane 
industry is not producing too much stainless steel scrap there is not 
much of that around the country. Now that the surplus brass and 
copper scraps have all been consumed due to production in the last 
wars, brass and copper scrap is not as plentiful as before, especially 
should any emergency arise. The U.S. Government is stocking 
new copper yet the supply on hand in the dealers inventories is down 
and any such stock in our hands is just as good as American Govern- 
ment reserves in their warehouses. 

Guam isa U.S. territory and its products should be permitted to re- 
turn to the United States. 

I think at the time the law was passed or made, it was never in- 
tended to cover scrap. It was intended to cover scrap and surplus of a 
different sort. The scrap is an item produced every day and should not 
be considered in the same sense as a piece of equipment or a tire or 
some other item that is made for a war use. 

I think the idea is all wrong. It is an everyday production item and 
should be considered on that, basis. 

There are, since January or February, laws which will not permit 
us to bring any material back into the United States. 

Sixty days ago we asked for 2 tons of tin-bearing ingots, which we 
bought from the Government there, 90 percent tin. They are on the 
dock in Portland and we cannot bring them into the United States. 

Our permit was turned down. 

You can bring in 100 percent tin from Siam or Indonesia. That is 
OK. Tin is an item not produced in the United States. We have the 
same thing with stainless steel here now in Baltimore. We asked for 
a permit 30 or 60 days ago and we were turned down. 

Now, mind you, Guam or Alaska or Honolulu, we can sell on an ex- 
port market and probably get more money. For 10 or 15 years that 
we have been in business out there, we have made it a policy to ship 
our material to the Wnited States because only American boats can 
come into or leave Guam. We therefore must ship on an American 
carrier. 

So, if I sell to a foreign country, I have to transship to Hong Kong 
or Japan or Europe somewhere, and that is a hell of a deal. 

For a year and a half, we can’t bring lead into the United States. 
We represent the U.S. Tire & Rubber Co. and we are their new tire 
distributors and battery distributors and so forth on the island. 
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We bring in new batteries but I cannot bring my battery lead 
back to the United States. here is a law that prohibits it and says 
that I have to have the allocation or 2 previous quota. 

Guam is not a mining country and doesn’t produce raw lead. It 
ees scrap lead. We have no quota and we cannot bring battery 

ack from Guam. 
m pry deal has started; since the Government cannot get money 
for their products, they are starting to sell retail, no longer put up 

i tities. ' ‘ 
‘So; Thursday you have a little sale and you can buy a pencil or 
a piece of paper or a pound of battery lead if you want, or second- 
hand roofing sheets for 30 cents or 20 cents, due to the fact that they 
have no bidders. 

The scrap bids are being lower and lower and not getting anything 
for them. 

We, in turn, cannot ship our own material nor buy their material 
and ship it back to the United States. — 

I have more to say but I am not going to take your time. 

That is it, in essence. We have been turned down on our request 
to import the material back. It is not foreign excess property in the 
sense that the law is written. It is a production item, made every time 
by civilian and by everybody else. We can testify and swear that 
it is American goods returned but I cannot prove when that battery is 

oimg—when that battery was made, whether it was made by U.S. 
Hire & Rubber or when they shipped it out. 

Chairman Dawson. Any other questions? 

Mr. Rivers. No, sir. 

At the time the order was revised and published on the 15th of 
January, scrap metal was placed on the same basis as all other prop- 
erty. 

Prior to that time it had been subject to a general license dating 
back to August of 1950, when metallics were leet as a result of the 
heavy requirements in connection with the Korean war. 

The policy decision was taken that that situation no longer existed 
and that scrap should be treated as any other type of property. 

I am sympathetic with Mr. Schnitzer’s problem in terms of Guam 
as an isolated location, but I think that the decision on scrap was the 
right decision. 

Mr. Scunirzer. I can’t argue the point, but you can buy a thousand 
tons of new stuff and I can’t bring in 2 tons of tin from Guam—a 
thousand tons of nickel here from Canada or somewhere else. The 
fact of the matter is that there is a shipment of stainless steel on the 
docks of Baltimore that came frcm Europe—coming in or it has come 
in within the last couple of days, but the lousy 20 tons from Guam 
can’t come in. 

(Letters submitted by Morris Schnitzer follow :) 


To the Dawson committee: 


Iam president of the Island Equipment Co., Agana, Guam. 

As you all know, Guam is a territory of the United States. 

We have been shipping nonferrous metals back to the United States since 
this business was founded in 1950. Most of our copper and brass scrap was 
shipped to the Los Angeles area and some to the New York area. Our principal 
buyer in Los Angeles is the H. Kramer & Co., and in the New York area it 


se to American Smelting & Refining Co. and International Minerals & Metals 
rp. 
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Our battery products, such as battery lead and soft lead have been shipped to 
M. Kirk & Sons, Ine., with plants in Portland and Los Angeles and to American 
Smelting & refining Co., in San Francisco. 

We usually have above 200 to 300 tons a year nonferrous. Most of this 
material is produced by normal scrap collection on the island of Guam, and 
less than 50 percent of this is American Armed Forces production. This comes 
from the Army and Navy who have large units there. 

We also produce about 50 to 75 tons per year of stainless steel scrap. This 
material has been shipped to H. Klaff & Co., Inc., of Baltimore, who are suppliers 
of American Rolling Mills. 

We have recently shipped to the United States 2 tons of tin-bearing materia) 
in new ingots. The Department of Commerce does not allow even this type of 
material into the United States, yet thousands of tons of tin can be brought ip 
from Indonesia, Malaya, etc. 

All American smelters and practically all steel mills are dependent on scrap 
as one of their forms of raw materials to make the finished product ; 85 to 90 per. 
cent of the finished products of all the smelters and refiners of nonferrous is made 
of scrap, or secondary products. 

We have never tried to ship much of our material to any other source than 
the United States. Up until the present time the demand has been steady for 
scrap brass, copper, and lead in the United States and the foundries anq 
smelters are always asking for this material to help keep their plants running. 

We have recently shipped some stainless steel and tin-bearing material into 
the United States from Guam (not knowing the Department of Commerce has 
excluded these products from importation into the United States since February 
of this year) and when we asked the Department of Commerce for a permit to 
bring this material in we were turned down. H. Kramer & Co. has asked 
us for nonferrous metals within the last 30 days, and we told them we could 
not bring it in, after having received word from the Department of Commerce 
it was not importable. Kramer contacted the Department of Commerce, and 
we have copies of their correspondence which showed that even some of the 
people in the Department did not have the clear information. 

In the scrap industry you cannot turn the flow of material on and off like 
water. It takes time to build up your flow and to build up your sources of 
raw material and to our knowledge, now that the airplane industry is not 
producing too much stainless steel scrap, there is not much of that around the 
country. Now that the surplus brass and copper scraps have all been consumed 
due to production in the last wars, brass and copper scrap is not as plentiful 
as before, especially should any emergency arise. The U.S. Government is 
stocking new copper yet the supply on hand in the dealers inventories is down 
and any such stock in our hands is just as good as American Government re- 
serves in their warehouses. 

Guam is United States and its products should be permitted to return-to the 
United States. 

SCHNITZER STEEL Propucts Co., 
ISLAND EQUIPMENT Co., 
Morris ScHNITZER, President. 


AtvIn A. MEYROWITzZ, 
H. Kramer € Co., 
El Segundo, Calif.: 


Thanks for your letter of June 1. We are in a position to ship you large 
quantities of nonferrous metals for remelting; however, the existing De 
partment of Commerce regulations prohibiting the import of any scrap metals 
of surplus or foreign excess origin makes this impossible. I suggest you con- 
tact the Department of Commerce immediately, explain the critical need in 
your plant for this material and have American Smelting & Refining, Phelps 
Dodge, and perhaps your ingot makers association or group bring whatever pres- 
sure you can to bear upon the Department of Commerce to relax their arbitrary 
interpretation of the regulations. As you know, for the past 13 years there has 
been no prohibition on the importation of scrap metal and it is only the new sud- 
den change of interpretation that went into effect the middle of February 1959, 
which now makes this contrary to law. We believe the law should be returned 
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to its previous interpretation to allow scrap metal to come into the United States 
for remelting. 
Sincerely yours, 
ScHNITZER STEEL Propucts Co., 
Dr. LEONARD SCHNITZER, 
Vice President. 


H. KraMer & Co., 
CALIFORNIA DIVISION, 
El Segundo, Calif., June 1, 1959. 
Mr. Leon agD SCHNITZER, 
Schnitzer Steel Prodoucts, 
Portland, Oreg. , 

Drak LEONARD: Attached you will find a copy of a letter I received from Wash- 
ington concerning the problem of importation of scrap material from Guam. 
: The information I have is to the effect that scrap generated from the dis- 
mantling of equipment or other items produced in the United States can be re- 
turned to this country free of duty. | a 

I suggest that you refer to the Treasury decision set forth in this letter, as 
ou will find that you can import material as scrap without the payment of 
duty for the copper content. 


Yours truly, * ; 
ALVIN A. Meyrow1tTz, Vice President. 


U.S. DEPARTMENT OF COMMERCE, 
BUREAU OF FOREIGN COMMERCE, 
Washington, D.C., May 29, 1959. 
Mr. ALVIN MEYROWITZ, 
P. Kramer & Co., 
El Segundo, Calif. 

Dear ALvin: As I indicated to you during our telephone conversation of this 
afternoon, I did make a further search of the problem you raised. 

With respect to imports of copper from Guam, it would appear that such 
imports are not subject to the import tax prescribed in section 4541 of the In- 
ternal Revenue Code of 1954 and negotiated downward under the trade agree- 
ments program because of the provisions contained in title III, section 301, of the 
Tariff Act of 1930, as amended; provided that the scrap in question is manufac- 
tured or produced in Guam. In a practical sense this means that the scrap in 
question must originate in Guam, e.g., it is reclaimed from articles used in 
Guam. In contrast, if the scrap comes from Guam as an “in transit” shipment 
itis taxable under section 4541. : 

Since the problem primarily involves customs, you may wish to consult the 
latest annual edition of the Custom House Guide. In the 1958 edition the ap- 
propriate information begins at page 1093. Also, you may wish to examine TD 
54698 (36) and TD 54698(5). These Treasury decisions are with respect to the 
specifie questions which you have raised.. They may be secured from the office 
of the custom collector in Los Angeles along with other information relating to 
your problem. 

Iam looking forward to the Louisville meetings. 

Sincerely yours, 
DONALD SHAM, 
International Resources Staff. 


Mr. Kamretman. I have discussed briefly with Mr. Deller and Mr. 
Connell—it is not necessary for them to testify. They are prepared 
to submit written statements, if they can have a few days to prepare 
them. They are customers rather than dealing directly with the De- 


eet of Commerce, so we can eliminate those two gentlemen from 
the list. 


Chairman Dawson. How about Mr. Ellis? 


Mr. KamMpeLMan. Mr. Ellis and. Mr. Green have what we consider 
tobevery vital testimony. 
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I also believe, particularly with respect to Mr. Green, that it will not 
be brief testimony. I think that the committee will be interested jp 
it. Hehas had many experiences with the Department. 

Chairman Dawson. Can they stay until Thursday ? 

Mr. Green. I will stay for as long as it takes, Congressman. 

Chairman Dawson. Mr. Ellis and Mr. Green. How about McWij. 
liams ¢ 

Mr. KampeLMan. Unfortunately, he was subpenaed to be in court 
today soheisnothere. He will beavailable on Thursday. 

Chairman Dawson. Mr. Smith? 

Mr. Kampetman. He is in Washington and can be available at the 
convenience of the committee. Mr. Nathan is available at the cop- 
venience of the committee. 

Chairman Dawson. How about Mr. Masterson from Cleveland? 

Do you have a prepared statement ? 

Mr. Masterson. No, I do not. 

Chairman Dawson. Mr. King, you will be available on Thursday? 

We will hear Mr. Masterson at this time. 4 


STATEMENT OF FRANK MASTERSON, PRESIDENT, INDUSTRIAL 
FASTENERS INSTITUTE, CLEVELAND, OHIO 


Mr. Masrerson. Mr. Chairman, I am president of Industrial Fas. 
teners Institute, of Cleveland, Ohio. I was asked by this committee 
to appear at the July hearing. May I say that I represent a manu- 
facturer of components and parts. 

The Cuarrman. We invited a lot of them to appear at the July 
hearings who didn’t see fit to do so at the time and lightning struck 
them. So we are endeavoring to give them their day in court with 
the Department here on the effect of the new rules and regulations, 

Mr. Masterson. We appreciate the opportunity of being here again, 
Mr. Congressman. Our industry manufactures 4,000 component 
types and 200,000 special types. 

Most of the testimony here today reminds me of the rule in jour- 
nalism that if a dog bites a man, that is not news; but if a man bites 
a dog, that is news. 

You have heard exceptions of a narrow nature and a narrow band 
on a variety of instances. 

It is my personal opinion that the industry that has been repre- 
sented here this morning does not rely entirely upon Government 
surplus generated abroad. That is filtered into their scheme of things 
which is a legitimate scheme of things in a variety of ways. 

It has been offered here today that domestic surplus has increased 
about 20 percent for 1958 over 1957 so that their flow of materials 
is good. 

At the present time, some statements have been made about the 
economy of the country. 

Within the last 6 weeks, I have called at the port of entry at 
Charleston, S.C., Jacksonville, Fla., the port of Everglades, Miami, 
New Orleans, Mobile, and Houston; 43 percent of metal products not 
necessarily fasteners are coming into southern ports. 

The statistics of the trade activity that is now going on will not be 
available from the year of census for several months from now until 
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they are first taken out of the acres of space, acres of warehouses, 
and are purchased by someone. 

At the present time, it is an inert mass of products. Our country, 
in my opinion, is about at a delicate a balance as it has ever been. 

In Pensacola, Fla., which is a small city, you read full page ads 
in the newspapers about buying Volkswagens in 10 minutes, 10 percent 
down—half a boatload sold in 10 days, and they are selling a boatload 
in another 10 days, and this small city, small ports. 

This law was designed to give some relief to a producer of products. 
I have checked our members. Some of them are very small members 
and would qualify under the Small Business Administration. Most of 
them would. Some of them are very big members. 

In any event, the sales of domestic surpius are going at approxi- 
mately 2 percent of the acquisition costs and, as you know, the 
Government buys for less, 15 to 30 percent below, on a competitive 
basis because of the large buying power. 

Chairman Dawson. Many would not agree with that. 

Mr. Masterson. I think you have asked the question this morning 
that properly put the problem in focus: 


Have you presented your request for admission of Government-generated 
surplus in such precise language that the Department of Commerce can properly 
rule on it? 


When I was first invited to testify here, the attorney, counsel for 


. this committee, said that orders were being written so loosely that one 


order could in effect generate a flood of products that might or might 
not be related precisely to that order. That concerned us; that is why 
we appeared. 

It is my opinion that the law is a good one, if the importers report 

recisely what the problem is, that they will get a fair and equitable 
earing from the Department of Commerce. 

I think it is politically apparent to me to say that we are small busi- 
ness, therefore, you oni lane at us differently than you look at some- 
one else. It seems to me it is another thing to say that taxes are lost. 
Our problem today is one of jobs because of the threat of a steel strike. 
There has been more activity, the rate of production of steel and every- 
thing else has been fabulous, but the flow of imports has been at the 
greatest tide in our history. 

Indeed, in Detroit, the bellwether city of mass production, there 
isa new type of unemployment of skilled workers at the time of the 
greatest of automobiles in our history. This importation of 2 cents 
and 7 cents on the dollar Government surplus can topple us over into 
avery dangerous band. 

It is the jobs that the American worker has and the taxes he pays 
and his company pays that are important and not the recapture of 
the extra billion dollars or two that the Government gets from the 
surplus. 

Chairman Dawson. Extra billions? 

Mr. Masterson. At the present time, sales, they said, were $7 or 
$6 billion. Suppose they were doubled. All of that is not profit. I 
mean if the sales were doubles. We realize that the Government has 
to dispose of its surplus but there are many avenues in Europe and 
around the rest of the world where that could be sold. There is no 
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reason to completely undermine the American market at a time that 
I think is an extremely critical time in its history, particularly where 
domestic jobs are concerned. 

Chairman Dawson. Thank you very much, gentlemen. 

We will adjourn hearings for this morning, for today, and we wij] 
meet Thursday morning at 10 o’clock. 

(Thereupon, at 12:53 p.m. the hearing was adjourned, at the cal] 
of the Chair.) 
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REGULATIONS ON IMPORTATION OF FOREIGN 
EXCESS PROPERTY 


THURSDAY, JUNE 25, 1959 


House Or REPRESENTATIVES, 
EXECUTIVE AND LEGISLATIVE REORGANIZATION 
SUBCOMMITTEE OF THE COMMITTEE ON 
GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m. in room 
1501-B, House Office Building, Hon. Dante B. Fascell (acting chair- 
man) presiding. 

Present: Representatives Fascell, Smith, and Brown. 

Staff members present: Elmer W. Henderson, counsel; Orville 
Montgomery, associate counsel; Phineas Indritz, counsel, and Law- 
rence Redmond, clerk. 

Also present: Thomas E. Drumm, Assistant Administrator of the 
Business and Defense Services Administration, Department of Com- 
merce; Dr. William B. Bennett, Foreign Excess Property Officer, 
Department of Commerce; and Jonathan B. Rintels, Office of the 
General Counsel, Department of Commerce. 

Mr. Fascetx. The subcommittee will come to order. 

We continue this morning hearings on importation of foreign ex- 
cess property, and I will ask Mr. Max Kampelman to continue with his 
presentation. 


FURTHER STATEMENT OF MAX M. KAMPELMAN, COUNSEL, AMERI- 
CAN ASSOCIATION OF SURPLUS PROPERTY INPORTERS 


Mr. Kampetman. Thank you. 

Before introducing our next witness, I would like to read into the 
record a resolution adopted by the executive committee of the National 
Tire Dealers & Retreaders Association at its meeting in Washing- 
ton, D.C., on June 23, 1959: 


Whereas the growth and acceptance of retreading has reached such propor- 
tion that one of three replacement passenger tires is a retread and one of two 
replacement truck tires is a retread ; and 

Whereas retreading is today a business of such size that farmers, truckers, 
and users in all classes of markets find it an important adjunct to automotive 
service, and since this has brought about a tremendous shortage of retreadable 
casings for all types of users. 

The executive committee recommends that anything which ean be done to 
alleviate this great shortage and make safe casings available for retreading 
would fill a present serious need and should be encouraged. 


This is germane to the testimony Tuesday of Mr. Fuchs, and I 
would like to make it a part of the record. 
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I would like to introduce at this time Mr. H. J. Ellis, who is oy 
next witness. ae 
Mr. Fascett. We will be glad to hear from Mr. Ellis at this 
time. 


STATEMENT OF JACK ELLIS, THE ELLIS CO., LOS ANGELES, CALI 


Mr. Exuis. My name is Jack Ellis. I am a partner in the Ellis 
Co., doing business in Los Angeles, Calif. Our business is 100 per. 
cent the importation of surplus property, specializing in construe. 
tion equipment, vehicles, and their component parts. We resell that 
surplus equipment in the American market, along with exporting 
from 20 to 25 percent of our material. 

I appreciate the opportunity to testify before you today because 
my experiences should be helpful to you in your study of how the 
Department of Commerce is administering the present law. Be. 
fore we can import any surplus material into the United States 
we require an import license from the Department of Commerre, 
Without such a license we cannot import them into the United States, 
It is, therefore, essential for us to know whether we can import be. 
fore we submit our bid. Unless we know, we are not able to bid, 
although on two separate occasions we took a risk, submitted our bids 
before we got our import license, and then found we could not get that 
license, thus taking a severe loss. 

The price we bid, incidentally, bears a direct relationship to 
whether we can import into the United States. If we can import, 
we can pay a higher price to the U.S. Government; if we cannot 
import, but must limit ourselves to foreign sales, the price we bid 
must be lower. 

Let me give you an example of what I mean. I have in my hand 
an invitation to bid from the U.S. Army Properties Disposal Sales 
Agency, Yokohama, Japan. This is dated April 8, 1959, with the 
date of the bid opening May 25, 1959. In view of the fact. that we 
have not been able to obtain import permits for materials in re 
cent months, the price we submitted on that bid was relatively low. 
On items 4 and 5, for example, dealing with miscellaneous axle as- 
semblies and automotive major parts assemblies, we were the high 
bidder, and yet our bid was rejected because the disposal officer had 
previously been receiving higher bids for identical material. 

The fact of the matter is that we can no longer make that high 
bid if we cannot import that material. We had applied for a li 
cense on April 16, and did not even receive a decision on our ap- 
plication until approximately 10 days after the sale, and that decision 
was a negative one. This material, incidentally, is now again being 
offered for bid. I have that invitation. It is a new invitation, dated 
June 2, which I have in my hand, and we find ourselves again un- 
able to bid a higher price without an import license or a predetermina- 
tion letter. In other words, we have no way of knowing if we can 
bring this material in, so we cannot bid. They have made it al 
most impossible for us to bid. 

I would like to make these two bids a part of the record. 

Mr. Fasce.ti. Without objection, the items referred to will be made 
a part of the record. 

(The items referred to follow :) 
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The property described herein may be inspected between the hours of aa Adin and enlistees os 
eerie ftv iene Heng 


percent of the total amount bid, in the form of postal or express money order, or cashier's or certified 
oak - her Pe = ae as may be acceptable to the contracting officer, made payable to the Treasurer of the United 
States, must oceieeny 

Property must enseter oie successful bidder 0 2 nee er notice of award, unless otherwise specified 
or in any special condition, time to be compu’ from the date a meting or otherwise furnishing 














In compliance with the above invitation, and subject tc all the General Sele Terms and Conditions and any special conditions, 


the undersigned offers and agrees, if this bid be accepted within calendar days (60 calendar days if no period be apeci- 





fied by the bidder) after date of the opening, to purchase any or of the items described herein upon which prices are quoted, 
at the price set opposite cach item. Bid deposit in the amount of CL, SKO, Ome) is enclosed. 
BIDDER REPRESENTS: (1) That the aggregate number of ¢ yees of the bidder end ite affiliates is > 


(Check appropriate boxes) CJ $00 or more, less than 500. (2) That he O has, hae not, employed or retained a company 
of person (other than a full-time employee) to solicit or secure this contract, and agrees to furnish infor- 
mation relating thereto as requested by the contracting officer 

“Wieearaen BIDDER | Street and numoer. city and State) | SIGNATURE OF AUTHORIZED TO SIGN THIS BIO 


GOSAKB SAHEIJr Ce, <7D St TY Sonam 





ACCEPTED AS TO ITEMS NUMBERED 


os Re 


TITLE OF CONTRACTING OFFICER | SIGNATURE OF CONTRACTING OFFICER 


’ STANDARD Form 114 avcusT 190 cornon 2, 8 2 








— 
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EXCESS PROPERTY 


GENERAL SALE ‘Y8RMS AND CONDITIONS eee ee 


1. INSPECTION.—Bidders are invited and urged te inspect the prop- 
erty to be sold prior to submitting bids. Property will be available for 
inspection at the places and times cified in the Invitation, “The Gov- 
ernment will not be obiiged to furnish any labor for such purpose. In no 
case will failure to inspect constitute grounds for a claim or for the 
withdrawal of a bid after opening 





2. CONDITION OF PROPERTY.—All property listed herein is offered 
for sale “as is” and “where is,” and without recourse inst the Gov- 
ernment. If it is provided herein that the Government shall load. then 
“where is means f. o. b. conveyance at the point specified in the 
Invitation. The description is baxed on the best available information, 
but the Government makes no guaranty, warranty, or representation, 
expressed or implied. as to quantity, kind, character, quality, weight, 
size, or description of any of the property. or its fitness for any use or 
purpose, and no claim will be considered for allowance or adjustment or 
for rescission of the sale based upon failure of the property to correspond 
with the standard expected ; this is not a sale by sample. 





38. CONSIDERATION OF BIDS.—The Government reserves the right 
to reject any all bids, to waive any technical defects in bids, and, 
unless otherwise specified by the Government or by the bidder, to accept 
any one item or group of items in the bid, ag may be in the best Interest 
of the Government. Unless otherwise specified, bids must be submitted 
on the basis of the unit specified for the item in the Invitation, and bids 
may be submitted on any or all items. In case of error in the extension 
of prices in the bid. the unit prices will govern 





4. BID GUARANTEE.—The bidder agrees that (1) the bid will not 
be withdrawn within the time specified for acceptance after the opening 
of bids (60 calendar days if no period be specified by the bidder). and 
will during that time remain firm and irrevocable, and that (2) the 
bidder will pay to the Government the purchase price of the property 
in accordance with the bid if accented If a bid deposit is required 
the bid must be accompanied by said bid deposit. In the event of any 
default by the bidder or any failure by the bidder to comply with all 
terms and conditions of this contract, any deposit made by the bidder may 
be applied by the Government to any loss. cost, and expense occasioned 
to the Government thereby. including any loss, cost, and expense ineurred 
in selling the property and including any difference between the amount 
specified in the bid and the amount for which the Government may sell 
the property, if the latter amount be legs than the former. - Deposit« 
accompanying bids which are not accepted will be returned. Deposit« 
of successful bidders may be applied against the contract price. and 
upon completion of the contract, any excess of the deposit will be returned 
to the bidder. 


5. PAYMENT.—Payment of the balance of the purchase price, if a 
deposit has been made. or otherwise of the full purchase price. shal! 
be made by cash. or by certified check, cashier's check, bank draft 
poste! or express money order. payable to the Treasurer of the United 
States. Unless otherwise specified by the Government, payment of the 
full purchase price. subject to any adjustment for variation in quantity 
or weight pursuant to Condition No. 8, must be made prior to the date 
specified for removal and prior to delivery of any property. If any such 
adjustment is necessary, then payment must be completed, unless other 
wise specified by the Government. immediately subsequent to adjustment 
If the successful bidder fails to make full and final payment herein 
provided, the Government reserves the right, upon written notice to the 
successful bidder. to sell or otherwise dispose of any or all of such 
property in the Government's possession and to charge the loss, if any 
to the account of the defaulting bidder. The original Purchaser will in 
mo way be released from full compliance with the terms and conditions 
of the sale by his resale of the property 





6. TITLE.—Title to the items of property sold hereunder shail vest 
in the Purchaser as and when full and final payment is made. unless 
otherwise specified by the Government. and except that if the contract 
provides that loading will be performed by the Government. title shall 
not vest until such loading and such payment are completed. On all 
motor vehicles and motor-propelled or motor-drawn equipment requiring 
licensing. a certificate of release. Standard Form 97 (or a State certifi- 
cate of title. if such a certificate of title has been issued to the Govern- 
ment), will be furnished for each such vehicle and piece of equipment. 


7. DELIVERY AND REMOVAL OF PROPERTY.—The Purchaser 
shali be entitied to obtain the property upon vesting of title of the 
property in him, unless otherwise specified in the Invitation to Bid. 
Delivery shall be at the designated location, and the Purchaser shall 
remove the property at his expense. The Purchaser shall reimburse the 
Government for any damage to Government property caused by the 
removal operations of the Purchaser. If the Purchaser fails to remove 
the property within the specified time. the Government shall have the 
right to charge the Purchaser and collect upon demand a reasonable 
storage charge if the property is stored on premises owned or controlled 
by the Government, or store the property elsewhere for the Purchaser's 
account, and al! costs incident to such storing. including handling and 
moving charges. shal! be borne and paid by the Purchaser; in addition 
to the foregoing rights, the Government may, after the expiration of 
thirty (30) days after the date specified for removal, and upon ten (10) 
days’ written notice (calculated from the date of mailing) to the Pur- 
chaser (which ten (10) days’ written notice may, at the option of the 





Pararreps 15 sbowe is rescinded, ad the following is eubstiteted therefor: 


days sbecified above or may be in 

applying the proceeds therefrom ag . 
costs incurred for Purchaser's account. Any details ye other 
of the property as may, not be provided for herein, shall § ae 
with the contracting officer, which arrangement shall be red: yang 
writing. Nited io 


8 ADJUSTMENT FOR VARIATION IN QUANTITY 
WEIGHT.—Any variation between the quantity or weight listed 
any item and the quantity or weight of such item tendered or del fee 
to the Purchaser will be adjusted on the basis of the unit price atl 
for such item ; but no adjustment for such variation will be ma 
an award is made on a ‘price for the lot” basis. bere 


contracting officer, be included either partly or wholly | : 
ition the sto}, easily = 





met the stora 


9. WEIGHING.— Where weighing is necessary to determ 
under, the Purchaser, unless otherwise provided, shall 
pay all expenses of weighing material, includ 


ine price here. 





supervision of the Government and. at its option, on ( 

seales, or (b) certified. scales in the vicinity of the ay. 
property,.or (c) certified scales in the vicinity of the Purch the 
establishment, or (d) other scales acceptable to both parties 4 
removal is by rail, weighing’ shall be on railroad track senles, Whee 
other mea cceptable to the railroad for freight charge A 
Government-approved weighing shall govern payment Durpoens 


10. RISK OF LOSS.—(1) After mailing notice of award and pri 
to passage of title to the Purchaser, the Government will be reomieae 
for the care and protection of the property and any loss, me 





destruction occurring during such period will be adjust © 
tracting officer. (2) After passage of title to the Purchoae on —_ 
to the date specified for removal, the Government's responsivity en 
be limited to the exercise of reasonable care for the protection a te 
property (3) After the date specifed for removal of tht propert 
all risk of Joss, damage. dr destruction from any cause whatsoever shal 
be borne by the Purchaser. 


il. LIMITATION ON GOVERNMENT'S LIABILITY.—In any case 
where liability of the Government to the Purchaser has been Pstiblished 
the extreme measure of the Government's liability shall not, in any event 
exceed refund of the purchese price or such portion thereof as the 
Government may have received. , ' 


12, VERBAL MODIFICATIONS.- Any orai-statement by nny repre. 
sentative of the Government, ‘modifying or changing any ronditions of 
nodes is an expression of opinion only and confers no right upon 
the ure 








13. COVENANT AGAINST CONTINGENT FEES.—Purchaser war. 
rants that no person or seiling agency hes been employed or rete ned 
to sulicit or secure this contract upon an agreement or understanding for 
® commission, percentage. brokerawe. or contingent fee excepting bona 
fide employees or bona fide established commercial or selling agencies 
maintained by the Purchaser for the purpose of doing business For 
breach of this warranty, the Government shal! have the right to anny 
this contract without liability or at its option, to recover from the Pur 
chaser the amount of such commission. percentage. brokerage, or con 
tingent fee, in addition to the consideration herein set forth, 


14, OFFICIALS NOT TO BENEFIT. -No Member of or Delegate to 
Congress or jResident Commissioner shall be admitted to any share o 
part of this contract or to any benefit that may brise therefrqm, ‘unien 
it be made with a corporation for its general benefit 4 

15. DISPUTES.—-Except us otherwise specifically provided in this 
contract, all questions of fact involved in disputes arising wader this 
contract shall be decided by the contracting officer. whose decision upon 
said facts shal! be final and conclusive upon the parties. subject to written 
appes! by the Purchaser within thirty (30) days to the heed of the 
department or his duly authorized representative. whose decision on said 
facts shall be final and conclusive upon the parties hereto. In the mean. 
time, the Purchaser shall diligently proceed with performance, 


16. DEFINITIONS.——(a) The term “head of the department” as wed 
herein shall mean the head or any assistant head of the exesutive depart. 
ment or independent establishment involved. and the term “his duly 
authorized representative’ shall mean any person or persons, other than 
the contracting o! . authorized to act for him, or any board set up in 
accordance with regulations. 





(b) The term “contracting officer” as used herein shall include bi: 
duly appointed successor and his duly authorised representative. 


INSTRUCTIONS TO BIDDERS 


Envelopes containing bide must be sealed and marked in the upper 
left-hand corner with the name and address of the bidder, identification 
of the invitation, and the date and hour of opening 


Bids should be filled out in ink, indelible pencil, or typewriter. 


Bidder must show total amount bid on last sheet on which « bid 
en 
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GENERAL SAIES TERMS AND CONDITIONS (Contd) 


17. CERTIFICATION OF ELIGIBILITY. — The bidder certifies that he is not 
a member of the United States Armed Forces on active duty; a civilian employee 
of any military department of the Department of Defense; or a member of the 
jumediate family, dependent, or agent of such persons. 


18. MONETARY EXCHANGE. -- Unless otherwise specified in the schedule, 
items are offered for sale for American dollars or Japanese Yen. In evaluating 
bids, the current military conversion rate of Japanese Yen on the date of bid 
opening will be used. 


19. TIME FOR SUBMISSION OF BIDS. -- Bids must be submitted in sufficient 

time to reach the contracting officer prior to the time fixed for the bid 
. Bids received by the contracting officer after the date and hour of 

the bid opening, as indicated in the Invitation to Bid, will not be considered. 
The bidder assumes all risk of delay in mail delivery, or otherwise. Late bids 
will be returned unopened to the bidder. Bids may be modified or withdrawn by 
the bidder at any time prior to the time fixed for opening, by written or tele- 

4c notice, provided such notice is received by the Contracting Officer 
prior to the time fixed for the opening of bids. 


20. -INTEREST IN OTHER BIDS. -- The bidder warrants that he has no interest, 
direct or indirect, in any other bid submitted in response to this invitation. 
If it is determined that the bidder has such an interest, then his bid, together 
with such other bid or bids, shall be rejected, and may be grounds for further 
administrative action. 


21. BIDS AND AWARDS. — Announcement of high bids at the conclusion of the 
bid-opening as scheduled herein is not to be considered an award, and return of 
deposits is not to be considered a rejection of offers. All awards are subject 
to the written approval of the Commanding General, United States Army Japan, or 
his duly authorized representative, and shall not be binding until so approved. 
Official notification of award will be furnished successful bidders as soon as 
possible but not later than the time specified on page 1 of this invitation. 
Official notification will be made by mailing a signed copy of the contract to 
the successful bidder. High bidders will be required to complete additional 
copies of their bids immediately following the bid opening. 


22. GRATUITIES. — The United States Government may, by written notice to 
the contractor, terminate the right of the contractor to proceed under any con- 
tract for property listed in this invitation to bid if it is found, after 
notice and hearings by the Secretary of the Army or his duly authorized repre- 
sentative, that gratuities (in the form of entertainment, gifts, or otherwise) 
were offered or given by the contractor, or any agent or representative of the 
contractor, to any officer or employee of the United States Govermment with a 
view toward securing a contract or securing favorable treatment with respect 
to the performing of such contract; provided that the existence of the facts 
upon which the Secretary or his duly authorized representative makes such 
findings shall be in issue and may be reviewed in any competent court. 


Ww 
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23. TAXES AND DUTIES. — The United States Government shall not be liable 
for taxes, duties, and other assessments imposed by any government as a resy]t 
of this transaction or imposed on any property transferred under contracts 
arising from this Invitation to Bid. 


FALSE STATEMENT OR MISREPRESENTATION. -- The United States Crimina] 
Code (18 USC 1001) provides that whoever in any matter within the jurisdic- 
tion of any department or agency of the United States, knowingly and wilfully 
makes any false, fictitious, or fraudulent statements or representations, shal) 
be fined not more than $10,000 or imprisoned not more than five years or both, 
This provision applies to any individual or firm subject to the jurisdiction of 
the United States Courts. 


25. DESIGNATION OF AN AGENT. — When a purchaser designates an agent to 
act in his behalf, he shall furnish the Contracting Officer a letter listing 
the name(s) and signature(s) of the person or persons authorized to act for 
him and will list the specific act or acts that such person(s) is(are) author. 
ized to accomplish. In the event that an agent is authorized to accept 
delivery of property, such agent mst also be empowered to receipt for the 
property by signing the Vendors' Shipping Document. 


26. DISPOSITION AND USE OF PROPERTY. — The bidder agrees to submit with 
his bid a Statement of Disposition form prescribed by the Contracting Officer, 
showing the intended destination, ultimate use and disposition of the property, 
to the Contracting Officer for his consideration. Because acceptance of this 
bid will be based on considerations of security requirements of the United 
States, the bidder understands and agrees that the ultimate destination, use 
and disposition of the property will be in accordance with the Statement sub- 
mitted to the Contracting Officer and that no change of such destination will 
be made without the prior written approval of the Contracting Officer. The 
purchaser further agrees, in good faith, to notify in writing any and all 
subsequent purchasers or receivers of the property from him of provisions of 
this paragraph and Statement relative to the authorized destination, the re- 
quirement for approval by the Contracting Officer of any change of such 
destination prior to exportation thereto, the specific United States restric- 
tions on exports and re-exports directly and indirectly to Soviet Bloc countries 
in Europe and Asia, and of United States sanctions against violators. For the 
purposes of this contract, any unauthorized disposition of the property by a 
sub~purchaser or sub-receiver of the property shall be the responsibility of 
such sub-purchaser or sub-receiver, and where at fault, of the original buyer 
from the Government. 


27. CHANGE OF INTENT OR CONSIGNEE. — Requests for change of intent or 
change of consignee shall be submitted in writing and be subject to the approval 
of the Contracting Officer. An administrative charge of ¥1,800 or $5.00 will be 
assessed for each change of intent, and an administrative charge of ¥7,200 or 
$20.00 will be assessed for each change of consignee, A change of intent 
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or consignee does not extend the removal time for property purchased under 
this contract. 


28. PAYMENT. -- Full and final payment of the entire contract price mst 
pe made within 10 days after the Government's acceptance of the bid unless 
otherwise stated in the contract. No property will be released to the contrac- 
tor, or in the event scrapping must be accomplished, no scrapping will be 
permitted, before full payment has been received by the Contracting Officer. 


29. HEMOVAL OF PROPERTY. — while in or about a military installation, 
the purchaser and his employees will comply with the safety requirements pro- 
migated by the commander of that installation. Further, the purchaser agrees 
that the United States Government will not be held liable for any injury to 
purchaser's employees or damage to purchaser's equipment during loading and 
removal processes. 


30. WITHDRAWAL OF PROPERTY. -- The United States Government reserves 
the right to withdraw property listed herein, in whole or in part, at any time 
prior to the time an award is made. 


31. IMPORT OF PROPERTY INTO JAPAN. — If the property is to be retained 
in Japan, the purchaser agrees to make application to the appropriate customs 
office of the Japanese Government for the necessary import permits immediately 

receipt of notice of award. The purchaser further agrees that he will 
furnish the Contracting Officer, prior to release of the property to hin, evi- 
dence of clearance through Japanese Customs. 


32. IMPORT OF PROPERTY INTO THE UNITED STATES. — Property offered for 
sale under this Invitation to Bid is forbidden to be imported into the United 
States, including its territories or possessions. Exceptions to this restric- 
tion are made only by the Department of Commerce. It is the responsibility 
of the purchaser to obtain such exception if he proposes to import any of this 
property into the United States. The requirement for Department of Commerce 
import license may be waived under certain circumstances upon submission by 
the purchaser to the Contracting Officer of a certificate that the property is 
to be shipped to the United States "in bond". 


33. IMPORT TO COUNTRIES OTHER THAN JAPAN. -- In the event that all or any 
part of the property listed in this Invitation to Bid is intended for use at 
a destination other than Japan and providing said destination is acceptable to 
the Contratting Officer, the purchaser shall accomplish the following: 


a. Submit to the Contracting Officer within 15 days after award, but 
prior to removal: 


(1) A customs authorization to transport property from the mili- 
tary storage area to an authorized Japanese bonded area. 


44974 O—59- 6 
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(2) A written request, in duplicate, to remove property to a 
bonded area. 


b. Submit to the Contracting Officer within 120 days after award byt 
prior to export: 


(1) A Japanese customs document, attesting to the entry of the 
property into a bonded area and the disposition of this property. 


(2) A written request in duplicate for permission to export, 
containing a detailed list of the property to be shipped together with the name 
and address of the consignee and/or end user. 


(3) The original import license issued by the country of desti- 
nation, or a copy of the import license certified by one having notarial powers, 
or evidence acceptable to the Contracting Officer that the import has been 
licensed by the country of destination. An import certificate may be required 
in lieu of an import license at the option of the Contracting Officer. 


c. Submit to the Contracting Officer within 10 days after delivery 
of property to carrier: 


The original and two validated copies of the "on bond" 
bill of lading. With respect to the accomplishment of 
commercial bills lading, the purchaser shall execute 
these documents designating the United States Govern- 
ment as shipper to the approved consignee named by the 
purchaser. To the same extent, and at the option of 
the Contracting Officer, the latter may on behalf of 
the purchaser ship the property on a commercial bill 
of lading to the approved consignee showing the United 
States Government as shipper. In either event, the 
purchaser shall assume all costs and risks of the 
shipment. Further, all commercial bills of lading to 
include copies thereof shall contain a statement: 
"Only the United States Government may divert this 
shipment to other than the named consignee or desti- 
nation". 


d. Submit to the Contracting Officer immediately after completion 
of the shipment: 


(1) Evidence acceptable to the Contracting Officer that the pro- 
perty entered into the customs jurisdiction of the country of approved 
destination. 


(2) Evidence that the property was received by the named consignee 
or end-user. 
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3%. COSTS, CLAIMS AND SUITS. -- Any and all costs, whatsoever in 
connection with transporting the property from the military holding 
installation to ultimate destination including but not limited to packing, 
handling, transportation and desired insurance shall be assumed and prepaid 
by the purchaser. Also, the purchaser agrees to indemnify the United States 
Government against all claims and suite of any nature arising under or 
incidental to the contract by reason of the fact that the United States 
Government appears 4s shipper on the commercial bill of tading. 


35. STORAGE CHARGES. -- Under the provisions of Condition No. 7, 
General Sales Terms and Conditions of this contract, a storage charge will 
be invoked for all property not removed from the installation within the 
time specified in the contract, except when the removal time is extended in 
writing by the Contracting Officer. Storage will be paid within 10 days 
after the date of billing. Storage charges will be computed on the following 
pasis tor ail property except vessels stored on waterways: 


a. No storage will be charged for Saturdays, Sundays, and legal 
U.$. Forces holidays. 


b. For each day, from the first day of storage through the 15th day, 
a charge of ¥20 or U.S. dollar equivalent for each short ton remaining at the 
installation. 


ce. For each day from the 16th day through the 30th day of storage, 
a charge of ¥25 or U.S. dollar equivalent for each short ton remaining at the 
installation. 


a. For each day in excess of 30 days, ¥30 or U.S. doller equivalent 
for each short ton remaining at the installation. 


e. Minimum storage on the contract, if applicable, is ¥720 or $2.00. 


36. EXPLOSIVE MATERIAL. -- Purchasers are warned that articles of an 
explosive nature may remain in the property offered for sale notwithstanding 
the care exercised by the United States Government to remove same. The United 
States Government assumes no liability for failure to exclude any such articles 
and the purchaser agrees that the United States Government shall have no 
liability in connection therewith. 


37. FOREIGN EXCESS PROPERTY. -~ Items listed in the schedule of this 
Invitation to Bid have been determined to be toreign excess property as 
defined by Public Law 152, Ulst Congress and are no longer needed by the 
Government. Unless. so indicated herein, all such property is considered to 
ve of U.S. origin. 
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38. SCRAPPING REQUIREMENTS: -- When so indicated in the Schedule of this 
Invitation to Bid, the properties listed herein, or any portion or componsnt 
thereof, must be reduced to scrap prior to removal from the military holding 
installation concerned. To meet the conditions of scrap, the items or con- 
ponents must be sc mutilated, cut, battered, burned, crushed, or otherwise 
treated that use as usable items or usable components is not possible. 
Scrapping will be accomplished under the supervision of the property disposa) 
officer, and, unless otherwise stated in the schedule of this invitation, fing) 
determination of whether property has been satisfactorily reduced to scrap wil} 
be made by the Japanese Bureau of Customs at the time the property is removed 
from the military holding installation. 


39. TRANSLATION OR INTERPRETATION. -- In the event differences arise 
concerning the translation or interpretation of the terms of this Invitation 
to Bid or any resulting contract, the English translation will be binding. 


40. ADMINISTRATIVE AGREEMENT. -- Bidders are cautioned to familiarize 
themselves with the Administrative Agreement and any revisions thereto between 
the Governments of United States and Japan with respect to the disposal in 
Japan of United States foreign excess property located in Japan. 
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conn 114A, REVISED PAGE NO. CONTRACT NO. 
Te cena senvces soumstearon SALE OF GOVERNMENT PROPERTY Dé (8 )92-557-FEC- 
eR per MARAGUMENT INVITATION, BID, AND ACCEPTANCE 9 liwerraTion No. ee 
ey oven ( Sheet) TION NO. 
Continuation 92-557-8-59-1147 

TO BE SUPPLIED BY BIDDER 

outa DESCRIPTION AND LOCATION OF PROPERTY en) TOTAL PRICE B10 
|__souians [core 






SPECIAL iS AND CONDITI 


Items Nupbered 1 through 7 may no} be imported Pan in| their 
present condition. Consequently if this property 4s purchgsed fof import 
into Japan, it cust be reduced to scrap in accordance with|mragréph 38, 
General Sales Terms and Conditions. 





noe.e 8 © ¢ € 6 © @ 6M ens © 6 6.8 O6 a! @%e 


1, | MISCELLANSOUS AUTOMOTIVE SPARE PARTS 1 
AND ACCESSORIBS. (unused) (4 
Lot No. 8-A-6 


seg etea hy itdms, of |which 19 
are listed below in estimated qunntiticg,. oma. g line iteng consist | 
of ermmll quantities of relatively low value and\gyo’Pot listed; ho ever, 








an itenized listing is available for ingpdotion.aMthe Offide of the 
Property Disposal Officer. 
150 ea TIRE, pneumatic truck a 
68 ea RING @) 
326 ea BEARING pe - IVR TIS | 
VALVE ea — GEAR 
928 ea — ROTOR 
805 oa - B U ER 
41D ea - RRIER 
4 ) 6a = GASH 
56 eo - SE 
fen —- PISTON 


we e€¢@e@ececese€¢d 66 8.4.6 6.486 Be €¢ 2 3 6 Ge 6 ss we. 6 “eee 


2. |MISCELLANEOUS AUTOMOTIVE SPARE PARTS 1 Lot 
D ACCESSORIES. (used) 


This lot consists of approximtely 405 egregnted Line itehs, of Which 27. 
are listed below in estimted quantities, The remining linb itens| consist 
of emill quintities of relatively low value and are pot listed; howver, 

an itemized listing is avnilsble for inspection at the Office of 

Property Diaposal Officer. 


(No $ Ttan 2 epntinned] on pm 10) 


CAUTION: INSPECT THE PROPERTY 
NAME OF BIDDER 


EACH SHEET OF BID 
GHOULD SHOW NAME 
OF BIDDER 





STANDARD FoRM 114A 


AUGUST 1988 EDITION AanpGinte Gntign 
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STANDARD FoRM 114A, REVISED PAGE. 
AUGUST 0 cena: semvices aoumsreanon SALE OF GOVERNMENT PROPERTY BR » }S20397 P80 
PERSONAL PROPERTY MANAGEMENT INVITATION, BID, AND ) AecEP TANCE 10 
(Continuation Sheet {Br TRHOS 85 yp 
me [me === 
ITEM NO, DESCRIPTION AND LOCATION OF PROPERTY (Member of Units ) TOTAL ee 
2. | (Cont'd —a— 
4O oa = SHIELD OF 6a —- STRAR 
1,282 ea - RIVET 1,064 ea - PISTU 
167 ea - BOARD 294 ea — DRUM 
150 ea = COVER 290 ea - BOX 
902 ea —- GEAR 304 ea BOW 
547 ca - LINE 14] ea = HOOK 
1,230 ea = VALVE 10j ee. - cCURY 
737 ea — ROD 764 on - FRAMH 
462 ea - SUPPORT 257 ea - aasiae/ 











167 ea - PEDAL 197 ea - PLUG 
24 oa - CAM OG 
File No. (34-329-1-15) Y 


36 MISCELLANEOUS AUTOMOTIVE SPARE PARTS VY, Lot 
AED ACCESSORIES. (used) 
Lot No. 8-F-6-b CO 
This lot consists of approxinately 26}-thbeéregated line itenb, of ich 17 





are listed below in ostimted quantities; The remaining linp itons| consist 











of snall quantities of relativ. low ue and are t listed; ho Yr, 
an itenized listing is avai for inspection at Officg of 
Property Disposal Officer, 
5,163 ea = GAGE 377 - TRUNJER 

192 ea - CUSHION 257 - EI? 
0,000 ea - CORE 2,196 e& - LINING 

36 ea —- SHAFT 148 - ARM 

751 ea - CHAIN 914 e&@ - BLOCK 

192 ea - EW 57 e@ - WHEEL 

781 ea - SEAT 353 e& - LEVER 

160 ea — HOCD 161 64 - BUSHING 

211 ea - PISTON 

ile No. (3-328-1-15) 

SCELLANEOUS AXLE ASSEMBLIES. 1 Lot eo, E66, Ceo 


C? (used) Lot No. 8F-12 


(Hotes Iten 4 cogtinued gn page/11) 





CAUTION: INSPECT THE PROPERTY 
| NAME OF BIDDER 
EACH SHEET OF BID | 


SHOULD SHOW NAME 
OF BIDDER | 








STANDARD FoRM 114A cman 
AUGUST 198 EDITION 
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— qrumano rors 114A, REVISED PAGE NO. | CONTRACT NO. 
OUST cepa SERVICES ADMINISTRATION SALE OF GOVERNMENT PROPERTY DA( s)92-557-FBC- 
ae Joon, more” MAMAGEMET INVITATION, BID, AND ACCEPTANCE 11 INVITATION NO. 
are cee msm 92~557-9-59-1147 
ate TO BE SUPPLIED BY BIDDER 
—— rm 00. DESCRIPTION AND LOCATION OF PROPERTY Cin) TOTAL PRICE BID 
com DOLLARS cons 


b, | (Cont'd) 


Consisting of approximately: 


Rear, for 5 ton truk.-— “7st / 
Reay for 2-1/2 ton truck. “YP2 // 
Front, for 2-1/2 ton truck. 
Rear, for 1/4 ton truck. — Jeep 
Front,for 1/4 ton truck. — 








/ 


3) MISCELLANEOUS AUTOMOTIVE MAJOR PARTS WY ot S007, So — 





ASSEMBLIES. (used) Lot No. 8-A-7-b 


Consisting of approximately: 





3 en - ENGINE, with accessories, £ ruck |tractor;/— /ay Pep OM mond 
\ 222 ea - AXLE, front, without wheef ry ton trpck. 


6, | MISCELLANBOUS AUTOMOTIVE Lot 
AND ACCESSORIES. (un 
Lot Wo. I-2, A-5 &A 


This lot consists tely 7,35} unscgrega%@d line jtens, pf which 1 
a quantities. The remaining lihe iteng consist 

SQlue and ars/not listed; however, 

he Office of 


BUMPER 
SPACER 
SEAT 
SHIM 


ROD 
SHAFT 
VALVE 
GASKET 


File Wo. (3#4~-336-1-15) 


CAUTION: INSPSCT THE PROPERTY 
NAME OF BIDDER 
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STANDARD Form 114A. revisen 
PRESCRIOED BY GENERAL SERVICES ADUNNISTRATION SALE OF GOVERNMENT PROPERTY 
aU eee es BID, oe = 


CONTRACT NO, 


DAs )92-557-FEc~ 
12 =| !NvITATION Ko. == 


92-557 =8-59=1iy 
= 


TO BE SUPPLIED BY BIDDER 
TOTAL PRICE map 
an 
7 MISCELLANEOUS AUTOMOTIVE SPARE PARTS 
AND ACCESSORIBS. (unuse 4) 
Lot No, 8-Beli—a 


This lot consists of approximately 3,362 unesgreg 
are listed below in estimated quantities. The rem 
of eamall quantities of relatively lowfvalus and axe 


q itens, of which/|s 
ining line itdns consis 


Property Disposa! Officer. 


185 ea - CLAMP 
297 ea - HOUSING 
92 ea - MOTOR 
24,821 ea - NUT 
605 ca - SHOE 
877 ea - CUSHION 
220 ea - COVER 
367 ea - CYLINDER 
135 ea —- TERMINAL 


File No. (34-337-1-15) 


8.| COMPOUND, cleaning and mi ripping 761 ea 
from netal or wood surfac ound 
container. (unused) L | 


File No. (}+~-331-2-1 













9. MISCELLANEOUS HARDWARE ITEMS. 1 Lot 
(unused) Lot B-7 


are listed below in estimted quantitips. The rerpining lins items consis 
of small quantities of relatively low value and arp not lipted; wever, 
an itemized listing is available for inspection at) the Office of ithe 
Property Disposal Officer. 


This lot consists approximtely 2,053 unseogregaited line! itens,) of weet 















226,561 ea - SCREW ELBOW 





















293,833 ea - BOLT STRAP 
818,783 ea - WUT SAND 

907 ea —- ADAPTER LINING 

1,310 ea - BRACKET SOCKET 








EACH SHEET OF BID 
SHOULD SHOW NAME 
OF BIDDER 


STANDARD FORM 1140 
AUGUST 1980 EDITION aa 


= | 88852) 


\ 


hich |18 
nsis 
ir, } 
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mg rome 114A. REVISED a CONTRACT NO. 


wusTRAT SALE OF GOVERNMENT PROPERTY = )92=557-FEC= 
mora ——_—e mrerTATION. NM, BID, AN AND , RECEPTONE ivitaTiOn wo. 
=r 92-557-0-S9-L1N7 


TO BE SUPPLIED BY BIDDER 
DESCRIPTION AND LOCATION OF PROPERTY Nonber of Dette) TOTAL PRICE BID 
——a— 


10,| MISCELLANBOUS HAND TOOLS. (unused) 
Lot No. 8-B-4~b 






This lot consists of approxinately 899 unsegregate 
are listed below in estinated quantities. The rermining line items consis 
of small quantities of relatively low Wwalue and arp not lipted; hbwever, 
an itenized listing is available for inspection at the Offiice of ithe 
Property Disposal Officer. 


1,066 ea - CHAIN ASSEMBLY 
36 ea - VULCANIZER (4 
ca Gi 


168 ea MATTOCK 

368 ea - DINDER 

547 ea - WRENCH 

479 ea ~ AXE Vi 
1,910 ea - CHAIN WY 

37 ea - GRINDER 


File Wo. (34~$30-1-15) 


ewer ere ee ee eee eS ee Last [ten - - - set -- le - ee 











CAUTION: INSPECT THE PROPERTY 
NAME OF BIDDER 


EACH SHEET OF BID | 
SHOULD SHOW NAME | 
BIDDER 





STANDARD Form 1144 
AUGUST 1988 EDITION 


Army Admin CenJapan 
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STANDARD Form 114 revisen 
AUGUST ie 


PRESCRIGED BY GENERAL SERVICES AOMIMSTRATION SALE OF GOVERNMENT PROPERTY DA\ Ss )32-557-PEC. 
wate ee INVITATION, BID, AND ACCEPTANCE | INVITATION BG. 








ISSUED BYUS Army 
| > fy =r 
Sales Agency, 
aponess APO 503, San 


ar if 
VaGidl, 

















Seated vida, in_ 2 f f f f ff / subject to the General Sale Terms and Conditions on the reverse hereof, and 
apecia! conditions, set forth herei- ~ill be received at HCCTCSS 2D0VE ||| Ping 
uu 0815. ‘cteck_ 2. m., 25 Une __, 192 _, for purchase and removal of Government-owned propary lau 
below and on continuation sheets numbered pages 3 through 
PLACE WHERE BIOS WILL BE PURLICLY OPENED NNGhhon Co “OF OF WS Os 






C nts dhe ae 
LOW 






Nakaku, 













CAUTION: INSPECT THE PROPERTY | 
ncheeiiladidllteaiasienntagaiegilemattmammmtaesas : eit lsat lacacaigaataal L oe 


















The property degcribed here, ay be inspected between the hegre of a eed AD) 
une SY througn 24 une ~ except saturdays Sunday - 
= peerage 5 = + wh 19 2 , by contacting 
notations following the listed items, __ jlolidavs 








A bid it of _—~ _ percent of the total amount bid, in the form of postal or exprese money order, or cashier's or certified 
check, or such other form of security as may be acceptable to the contracting officer, made payable to the Treasurer of the United 
States, must accompany the bid. 

Property must be removed by the successful bidder within __c.\’ _ calendar days after notice of award, unless otherwise specified 
in the description or in any special condition, time to be computed from the date of mailing or otherwise furnishing said notice. 


moO OATE OF RID 








In compliance with the above invitation, and subject to all the General Sale Terms and Conditions and any especial conditions, 
the undersigned offers and agrees, if thie bid be accepted within____..___._ calendar days (60 calendar daye if no period be apedi- 
fied by the bidder) after date of the opening, to purchase any or all of the items described herein upon which prices are quoted, 
at the price set opposite cach item. Bid deposit in the amount of § —____________ is enclosed. 


BIDDER REPRESENTS: (1) That the aggregate number of employees of the bidder and ite affiliates is 
(Check appropriate boxes) ("} 500 or more, C0) less than 500. (2) That he oO has, 0 has not, employed or retained @ company 
of person (other than a full-time employee) to solicit or secure this contract, and agrees to furnish infor- 
om __mation relating thereto as requested by the contracting officer. sl 
MAME AND ADORESS OF BIDOER / Street and number, city end Sate) SIGMATURE OF PERSON AUTHORIZED TO SIGH THIS BID 






ACCEPTANCE BY THE GOVERNMENT OF THE UNITED STATES OF AMERICA DATE OF 
ACCEPTED AS TO ITEMS NUMBERED 


io rr on oa 


TITLE OF CONTRACTING OFFICER SIGMA 


STANDARD Form 114 , » VU, Ll, 10, 10, LY, J Army Admin Ono-Japae 
AUGUST 1988 EDITION 





Seecwsewtweae ne oe ou oa 


Seaeaceee cesses &2earvrscz Oost oes ae2nu eve 


BESsesct=a 











| 
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GENERAL SALE TERMS AND CONDITIONS 


INSPECTION. —Bidders ave invited and urged to inspect the prop- 
prior to submitting bids. Property will be available for 
at the places and times specified in the Invitation. The Gov- 
inspection ft not be obliged to furnish any labor for such purpose. In no 
to inspect constitute grounds for a claim or for the 


withdrawal of a bid after opening 


CONDITION OF PROPERTY —Al! property listed herein is offered 
is” and “where is. and without recourse ew 7 

r herein that the Governmeni sha then 

_— LS eg conveyance at the point specified in the 
The description is based on the best available information, 

ee crement makes no guaranty, warranty, or representation. 
but the implied. as to quantity. kind, character, quality, weight, 
expresecd oF ‘of any of the property, or its fitness for any use or 


= ‘and no claim will be considered for allowance or adjustment or 


rescission of the sale based upon failure of the property to correspond 


the standard expected ; this is not a sale by sample 


CONS! N OF BIDS. —The Government reserves the right 
ee tae to waive any technical defects in bids, and, 
wo awe specified by the Government or by the bidder, to accept 

i or group of items in the bid, as may be in the best interest 
ee Unless otherwise specified, bids must be submitted 


> basis of the unit specified for the item in the Invitation, and bids 
oO eed on any or all items. In case of error in the extension 
may 


of prices in the bid, the unit prices will govern 


JARANTEE.—The bidder agrees that (1) the bid will not 
mes = within the time specified for acceptance after the opening 


» & 





be calendar no period be specified by the bidder). and 
due that “ons; firm and trreverntle and that (2) the 
will aor to the Government the purchase price of the property 
~— with the bid if accepted If a bid deposit is required 
2 ate secompanied by said bid deposit. in the event of any 
the bid the bidder or any failure by the bidder to comply with all 
ietaat conditions of this contract, any deposit made by the bidder may 
an by the Government to any cost, and expense occasioned 
be applied | mt thereby, including any loss, cost, and expense incurred 
de ae a ty and including any difference between the amount 
bee the bid and the amount for which the Government may sell 

property, if the latter amount be less than the former. Deposits 


bids which are not accepted will be returned. Deposits 


successful bidders may be applied against the contract price, and 
my of the contract, any excess of the deposit will be returned 


a 


| 
§ 


ENT.—Payment of the balance of the purchase price, if a 
been made, or otherwise of the full purchase price, shall 
cash, or by certified check, cashier's check, bank draft 
money order, payable to the Treasurer of the United 
Unless otherwise specified by the Government payment of oe 
bject to any adjustment for variation in quantity 

ae nee to Condition No. 8. must be made prior to the date 
for removal and prior to delivery of any propert If any such 
is necessary, then payment aoe be completed ae other 
specified Government, immediately subsequent to adjustment 
re es vader faila to make full and fina) payment as herein 
the Government reserves the right, upon written notice to the 
bidder, to sell or otherwise dispose of any or all of such 
y in the Government's possession and to charge the loss f any 
account of the defaulting bidder. The original Purchaser wil! in 
y be released from full compliance with the terms and conditions 


sale by his resale of the property 


TITLE. — te the items of property sold hereunder shall vest 
7 os and when full and final payment is made, unless 
jise specified by the Government and except that if the contract 
that loading will be performed by the Government, title shall 
until such loading and such payment are completed. On all 
vehicles and motor-propelled or motor-drawn equipment requiring 
, a certificate of release, Standard Form 97 (or a State certificate 
if such a certificate or title has been issued to the Government) 
furnished for each such vehicle and piece of equipment 


DELIVERY AND REMOVAL OF PROPERTY —The Purchaser 
be entitled to obtain the property upon vesting of title of the 
+ a in him, unless otherwise specified in the Invitation to Bid 


PA 


ts 


i 


i 


all: 


te 


it 


a 
«F 


E- 


shall be at the designated location, and the Purchaser shal! 
remove the property at his expense. The Purchaser shall reimburse the 
Government for any damage to Government property caused by the 
removal operations of the Purchaser. If the Purchaser fails to remove 
the property within the ified time, the Government shall have the 
fight to charge the Purchaser and collect upon demand a reasonable 
storage charge if the property is stored on premises owned or controlled 
by the Government, or store the property elsewhere for the Purchaser's 
account, and all costs incident to such storing, including handling and 
moving charges, shall be borne and paid by the Purchaser. in addition 
to the foregoing rights, the Government may, after the expiration of 
thirty (30) days after the date specified for removal, and upon ten (10) 
days’ written notice (calculated from the date of mailing) to the Pur- 
chaser (which ten (10) days’ written notice may, at the option of the 
contracting officer, be included either partly or wholly in the thirty (30) 
days specified above or may be in addition thereto), resell the property 
applying the proceeds therefrom against the storage and any other 
costs incurred for Purchaser's account. Any details regarding removal 
of the property as may not be provided for herein, shall be arranged 
with the contracting officer, which arrangement shall be reduced to 
writing. 


& ADJUSTMENT FOR VARIATION IN QUANTITY OR 
WEIGHT.—Any variation between the quantity or weight listed for 
any item and the quantity or weight of such item tendered or delivered 
to the Purchaser will be adjusted on the basis of the unit price quoted 
for such item; but no adjustment for such variation will be made where 
an award is made on a “price for the lot” basis 


STANDARD FORM 114 (REVERSE) 
AUGUST 1950 EDITION 


9. WEIGHING.—Where weighing is necessary to determine price here- 
under, the Purchaser, unless otherwise provided, shall arrange for, and 
pay all expenses of weighing material, including al! switching charges 
incurred. In case of removal by truck, we: hing shall be under the 
supervision of the Government and, at its option, on (a) Government 
scales, or (b) certified scales in the vicinity of the location of the 
property, or (c) certified scales in the vicinity of the Purchaser's 
establishment, or (d) other scales acceptable to both parties. When 
removal is by rail, weighing shall be on railroad track scales. or by 
other means acceptable to the railroad for freight charge purposes 
Government-approved weighing shall govern payment 


10. RISK OF LOSS.—(1) After mailing notice of award, and prior 
to passage of title to the Purchaser, the Government will be responsible 
for the care and protection of the property and any joss, damage. or 
destruction occurring during such period will be adjusted by the con 
tracting officer (2) After passage of title to the Purchaser, and prior 
to the date specified for removal, the Government's responsibility will 
be limited to the exercise of reasonsble care for the protection of the 
Property. (3) After the date specified for removal of the property 
all risk of loss, damage, or destruction from any cause whatsoever sha 
be borne by the Purchaser 


11. LIMITATION ON GOVERNMENT'S LIABILITY —In any case 
where liability of the Government to the Purchaser has been established 
the extreme measure of the Government's liability shall not, in any event 
exceed refund of the purchase price or such portion thereof as the 
Government may have received 


12. VERBAL MODIFICATIONS.—Ang oral statement by any repre 
sentative of the Government, modifying or changing any conditions of 
this contract, is an expression of opinion only and confers no right upon 
the Purchaser 


13. COVENANT AGAINST CONTINGENT FEES.—Purchaser war 
rants that no person or selling agency has been employed or retained 
to solicit or secure this contract upon an agreement or understanding for 
& commission, percentage, brokerage, or contingent fee, excepting bona 
fide employees or bona fide established commercial or selling agencies 
maintained by the Purchaser for the purpose of doing business. For 
breach of this warranty, the Government shall have the right to annu 
this contract without liability or at its option, to recover from the Pur 
chaser the amount of such commission, percentage, brokerage, or con 
tingent fee, in addition to the consideration herein set forth 


14. OFFICIALS NOT TO BE IT.—No Member of or Delegate t 
Congress or Resident Commissioner shall be admitted to any share or 
part of this contract or to any benefit that may arise therefrom, unless 
it be made with a corporation for its general benefit 





15. DISPUTES.—Except as otherwise provided in this contract, any 
dispute concerning a question of fact arising under this contract which 
is not disposed of by agreement shali be decided by the Contracting 
Officer, who shall reduce his decision to writing and mail or otherwise 
furnish a copy thereof to the Contractor. Within 30 days from the date 
of receipt of such copy, the Contractor may appeal by mailing or other 
wise furnishing to the Contracting Officer a written appeal addressed 
to the Commanding General, United States Army Japan, and the decision 
of the Commanding General, United States Army Japan, or that of his 
july authorized representative (other than the Contracting Officer under 
this contract) for the hearing of such appeals shall, unless determined by 
a court of competent jurisdiction to have been fraudulent, arbitrary 
capricious, of so grossly erroneous as necessarily to imply bad faith, or 
not supported by substantial evidence, be final and conclusive upon the 
parties hereto when the amount involved in the appeal is $50,000 or less 
provided that, if no appeal is taken. within the said 30 days, the decision 
of the Contracting Officer shall be final and conclusive. When the amount 
involved is more than $50,000 the decision of the Commanding Genera! 
United States Army Japan, or that of his duly authorized representative 
shall be subject to written appea! within 30 days after the receipt thereof 
by the Contractor to the Secretary of the Army and the decision of the 
Secretary or his duly authorized representative for the hearing of such 
appeals shall, unless determined by a court of competent jurisdiction to 
have been fraudulent, arbitrary, capricious, or so grossly erroneous 4a 
necessarily to imply bed faith. or not supported by substantial evidence. 
be final and conclusive; provided that, if no such further appeal is taken 
within the said 30 days, the decision of the Commanding General, United 
States Army Japan, or that of his duly authorized representative shail 
be final and conclusive. In connection with any appeal proceeding under 
this clause, the Contractor shall be afforded an opportunity to be heard 
and to offer evidence in support of its appeal. Pending final decision of 
a dispute hereunder, the Contractor shall proceed diligently with the 
performance of the contract and in accordance with Contracting Officer's 


decision 


16. DEFINITIONS.— (a) The term “head of the department” as used 
herein shall mean the head or any assistant head of the executive depart 
ment or independent establishment involved, and the term “his duly 
authorized representative” shall mean any person or persons, other than 
the contracting officer, authorized to act for him, or any board set up in 
accordance with regulations 


(b) The term “contracting officer” as used herein shall include his 
duly appointed successor and his duly authorized representative 


INSTRUCTIONS TO BIDDERS 


Envelopes containing bids must be sealed and marked in the upper 
left-hand corner with the name and address of the bidder, identification 
of the invitation, and the date and hour of opening 


Bids should be filled out in ink, indelible pencil, or typewriter 


Bidder must show total amount bid on last sheet on which a bid is 
entered 


Army-Admin Cen-Japan 
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GENERAL SAZES TERMS AND CONDITIONS (Contd) 


17. CERTIFICATION OF ELIGIBILITY. — The bidder certifies that he is not 
a member of the United States Armed Forces on active duty; a civilian 
of any military department of the Department of Defense; or a member of the 
immediate family, dependent, or agent of such persons. 


18. MONETARY EXCHANGE. — Unless otherwise specified in the schedule, 
items are offered for sale for American dollars or Japanese Yen. In evaluat 
bids, the current military conversion rate of Japanese Yen on the date of bid 
opening will be used. 


19. TIME FOR SUBMISSION OF BIDS. -- Bids mist be submitted in sufficient 
vime to reach the contracting officer prior to the time fixed for the big 
opening. Bids received by the contracting officer after the date and hour of 
the bid opening, as indicated in the Invitation to Bid, will not be considered, 
The bidder assumes all risk of delay in mali delivery, or otherwise. late bigs 
will be returned unopened to the bidder. Bids may be modified or withdrawn by 
the bidder at any tinue prior to the time fixed for opening, by written or tele. 
graphic notice, previded such notice is received by the Contracting Officer 
prior to the tim: fixed for the opening of bids. 


20. INTEREST IN OTHER BIDS. — The bidder warrants that he has no interest, 
direct or indirect, in any other bid submitted in response to this invitation, 
If it is determined that the bidder has such an interest, then his bid, together 
with such other bid or bids, shall be rejected, and may be grounds for further 
administrative action. 


21. BIDS AND AWARDS. — Announcement of high bids at the conclusion of the 
bid-opening as scheduled herein is not to be considered an award, and return of 
deposits is not to be considered a rejection of offers. All awards are subject 
to the written approval of the Commanding General, United States Army Japan, op 
his duly authorized representative, and shall not be binding until so approved, 
Official notification of award will be furnished successful bidders as soon as 
possible but not later than the time specified on page 1 of this invitation, 
Official notification will be made by mailing a signed copy of the contract to 
the successful bidder. High bidders will be required to complete additional 
copies of their bids immediately following the bid opening. 


22. GRATUITIES. — The United States Government may, by written notice to 
the contractor, terminate the right of the contractor to proceed under any con- 
tract for property listed in this invitation to bid if it is found, after 
notice and hearings by the Secretary of the Army or his duly authorized repre- 
sentative, that gratuities (in the form of entertainment, gifts, or otherwise) 
were offered or given by the contractor, or any agent or representative of the 
contractor, to any officer or employee of the United States Government with a 
view toward securing a contract or securing favorable treatment with respect 
to the performing of such contract; provided that the existence of the facts 
upon which the Secretary or his duly authorized representative makes such 
findings shall be in issue and may be reviewed in any competent court. 
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23. TAXES AND DUTIES. — The United States Government shall not be liable 
for taxes, duties, and other assessments imposed by any government as a result 
f this transaction or imposed on any property transferred under contracts 
ovising from this Invitation to Bid. 


, FALSE STATEMENT OR MISREPRESENTATION. — The United States Criminal 
tote (iB USC 1001) provides that whoever in any matter within the jurisdic- 
tion of any department or agency of the United States, knowingly and wilfully 
makes any false, fictitious, or fraudulent statements or representations, shall 
be fined not more than $10,000 or imprisoned not more than five years or both. 

4s provision applies to any individual or firm subject to the jurisdiction of 
the United States Courts. 


25, DESIGNATION OF AN AGENT. — When a purchaser designates an agent to 
act in his behalf, he shall furnish the Contracting Officer a letter listing 
the name(s) and signature(s) of the person or persons authorized to act for 
him and will list the specific act or acts that such person(s) is(are) author- 
ised to accomplish. In the event that an agent is authorized to accept 
delivery of property, such agent mst also be empowered to receipt for the 
property by signing the Vendors' Shipping Document. 


26, DISPOSITION AND USE OF PROPERTY. — The bidder agrees to submit with 
his bid a Statement of Disposition form prescribed by the Contracting Officer, 
showing the intended destination, ultimate use and disposition of the property, 
to the Contracting Officer for his consideration. Because acceptance of this 
bid will be based on considerations of security requirements of the United 
States, the bidder understands and agrees that the ultimate destination, use 
and disposition of the property will be in accordance with the Statement sub- 
mitted to the Contracting Officer and that no change of such destination will 
be made without the prior written approval of the Contracting Officer. The 
purchaser further agrees, in good faith, to notify in writing any and all 
subsequent purchasers or receivers of the property from him of provisions of 
this paragraph and Statement relative to the authorized destination, the re- 

for approval by the Contracting Officer of any change of such 
destination prior to exportation thereto, the specific United States restric- 
tions on exports and re-exports directly and indirectly to Soviet Bloc countries 
in Burope and Asia, and of United States sanctions against violators. For the 
purposes of this contract, any unauthorized disposition of the property by a 
sub-purchaser or sub-receiver of the property shall be the responsibility of 
such sub-purchaser or sub-receiver, and where at fault, of the original buyer 
from the Government. 


27. CHANGE OF INTENT OR CONSIGNEE. -~ Requests for change of intent or 
change of consignee shall be submitted in writing and be subject to the approval 
of the Contracting Officer. An administrative charge of ¥1,800 or $5.00 will be 
assessed for each change of intent, and an administrative charge of ¥7,200 or 
$20.00 will be assessed for each change of consignee. A change of intent 
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or consignee does not extend the removal time for property purchased under 
thais contract. 

28. PAYMENT. -- Full and final payment of the entire contract price must 
be made within 10 days after the Government's acceptance of the bid unless 
otherwise stated in the contract. No property will be released to the contrae 
tor, or in the event scrapping must be accomplished, no scrapping will be 
permitted, before full payment has been received by the Contracting Officer, 


29. REMOVAL OF PROPERTY. — While in or about a military installation, 
the purchaser and his employees will comply with the safety requirements pro. 
milgated by the commander of that installation. Further, the purchaser agrees 
that the United States Government will not be held liable for any injury to 
purchaser's employees or damage to purchaser's equipment during loading ang 
removal processes. 


30. WITHDRAWAL OF PROPSRTY. -—- The United States Government reserves 
the right to withdraw property listed herein, in whole or in part, at any tims 
prior to the time an award is made. 


31. IMPORT OF PROPERTY INTO JAPAN. — If the property is to be retained 
in Japan, the purchaser agrees to make application to the appropriate customs 
office of the Japanese Covernment for the necessary import permits immediately 
upon receipt of notice of award. The purchaser further agrees that he til) 
furnish the Contracting Officer, prior to release of the property to hin, eyi- 
lence of clearance through Japanese Customs. 


32. IMPORT OF PROPERTY INTO THE UNITED STATES. — Property offered for 
sale under this Invitation to Bid is forbidden to be imported into the United 
States, including its territories or possessions. Exceptions to this restric. 
tion are made only by the Department of Commerce. It is the responsibility 
of the purchaser to obtain such exception if he proposes to import any of this 
property into the United States. The requirement for Department of Commerce 
import license may be waived 
the purchaser to the Contracting Officer of a certificate that the property is 
to be shipped to the United States "in bond". 
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33. IMPORT TO COUNTRIES OTHER THAN JAPAN. -- In the event that all or any 
part of the property listed in this Invitation to Bid is intended for use at 
f n other than Japan and providing said destination is acceptable to 
racting Officer, the purchaser shall accomplish the following: 








a. Submit to the Contracting Officer within 15 days after award, but 
prior to removal: 


(1) A customs authorization to transport property from the mili- 
area to an authorized Japanese bonded area. 
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(2) A written request, in duplicate, to remove property to a 
ponded area. 


pb. Submit to the Contracting Officer within 120 days after award but 
prior to export: 


(1) A Japanese customs document, attesting to the entry of the 
; x a and the disposition of this property. 
into a bonded area and th t tior 
property 
(2) A written request in dupliczte for permission to export, 
containing 2 detailed list of the property to be shipp eether with the nane 
ani address of the consignee and/or end user 


(3) The original import license issued by the country of desti- 
nation, or a copy of the import license certified by one having notarial powers, 
or evidence acceptable to the Contracting Officer that the import has been 
licensed by the country of destination. An umport certif icate may be required 
in lieu of an import license at the option of the Contracting Officer. 


c. Submit to the Contracting Officer within 10 days after delivery 
of property to carrier: 


The original and two valicatec copies of the "cn bond" 
bill of lading. With respect to the accomplishment of 
commercial bills lading, the purchaser shall execute 
these documents designating the United States Govern- 
ment as shipper to the approved consignee named by the 
purchaser. To the same extent, and at the option of 
the Contracting Officer, the latter may on behalf of 
the purchaser ship the property on a commercial bill 
of lading to the approved consignee showing the United 
States Government as shipper. In either event, the 
purchaser shall assume all costs and risks of the 
shipment. Further, all conmercial bills of lading to 
include copies thereof shall contain a statement: 
"Only the United States Government may divert this 
shipment to other than the named consignee or desti- 
nation". 














d. Submit to the Contracting Officer immediately after completion 
of the shipment: 


(1) Evidence acceptable to the Contracting Officer that the pro- 
perty entered into the customs jurisdiction of the country of approved 
destination. 


(2) Evidence that the property was received by the named consignee 
or end-user. 
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3%. COSTS, CLAIMS AND SUITS. -- Any and all costs, whatsoever in 
connection with transporting the property from the military holding 
installation to ultimate destination including but not limited to packing, 
handling, transportation and desired insurance shall be assumed and prepaia 
by the purchaser. Also, the purchaser agrees to indemnify the United States 
Government against all claims and suits of any nature arising under or 
incidental to the contract by reason of the fact that the United States 
Government appears as shipper on the commercial bill of iading. 


35. STORAGE CHARGES. -- Under the provisions of Condition No. 7, 
General Sales Terms and Conditions of this contract, a storage charge will 
be invoked for all property not removed from the installation within the 
time specified in the contract, except when the removal time is extended in 
writing by the Contracting Officer. Storage will be paid within 10 days 
after the date of billing. Storage charges will be computed cn the following 
basis tor ail property except vessels stored on waterways: 


Pa ce, oe Se 


a. No storage will be charged for Saturdays, Sundays, and iegal 
U.S. Forces holidays. 


b. For each day, from the first day of storage through the 15th day, 
a charge of ¥20 or U.S. dollar equivalent for each short ton remaining at the 
installation. 


ec. For each day from the 16th day through the 30th day of storage, 
a charge of ¥25 or U.S. dollar equivalent for each short ton remaining at the 
installation. 


ad. For each day in excess of 30 days, $30 or U.S. dollar equivalent 
for each short ton remaining at the installation. 


e. Minimum storage on the contract, if applicable, is ¥720 or $2.00. 


36. EXPLOSIVE MATERIAL. -- Purchasers are warned that articles of an 
explosive nature my remain in the property offered tor sale notwithstanding 
the care exercised by the United States Government to remove same. The United 
States Government assumes no liability for failure to exclude any such articles 
and the purchaser agrees that the United States Government shall have no 
liability in connection therewith. 


37. FORBIGN EXCESS PROPERTY. -- Items listed in the schedule of this 
Invitation to Bid have been determined to be toreign excess property as 
defined by Public Law i52, U§lst Congress and are no longer needed by the 
Government. Unless so indicated herein, all such property is considered to 
be of U.S. origin. 
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36. SCRAPPING REQUIREMENTS: -- When so indicated in the Schedule of this 
station to Bid, the properties listed herein, or any portion or component 
- f, must be reduced to scrap prior to removal from the military holding 
atistion concerned. To meet the conditions of scrap, the items or com 
a nts must be so mutilated, cut, battered, burned, crushed, or otherwise 
eine that use as usagle items or usable components is not possible. 
ceaaebab will be accomplished under the supervision of the property disposal 
fficer, and, unless otherwise stated in the schedule of this invitation, final 
; termination of whether property has been satisfactorily reduced to scrap will 
yarn by the Japanese Bureau of Customs at the time the property is removed 
from the military holding installation. 


39. ‘TRANSLATION OR INTERPRETATION. -- In the event differences arise 
concerning the translation or interpretation of the terms of this Invitation 
to Bid or any resulting contract, the English translation will be binding. 


40, ADMINISTRATIVE AGREEMENT. -- Bidders are cautioned to familiarize 
themselves with the Administrative Agreement and any revisions thereto between 
the Governments of United States and Japan with respect to the disposal in 
Japan of United States foreign excess property located in Japan. 


44974 O—59—_7 
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ecco «INVITATION, BED, MD ACCEP Tana 
“Comtinmation Seat ) 





a ae 
prs #0. DESCRIPTION AND LOCATION OF PROPERTY wie ~ — 
== ans lee 
3 MISCELLANEOUS TRAILERS. 1 Lot 


(used) Lot No. 9-K-l-e 





Consisting of approximately: 
Epes mere =e platform, wooq, 6,000 pqunds capacity, 4 whedls. 
3ea - Warehous platform, wood, 4,000 pdunds capacttp, 4 whedls 
lea - 3 ton, amphibian type, 2jpneumatic |tires,|with Bide racits 
lea - 1 ton, bomb, Ml, 3 pneumatic tires 
Location: For inspection contagt Propery Dyspgbal Officer, 
Oppams Br., Property Disposal Di¥., Depot 14 ph USARD, APO 543. 
(Between Yokohama and Yokosuka) Tel: A7 QI/. 
File No. (34-442 -1-15) Y | 

4.| PARKA, with liner, padded, with 

' hood, size, medium. unused) 

Lot No. 32-1-59 (093-C-4) CO 
Location: For inspection cormté ae Dispogal Officer, 
Property Disposal Division, QM U@«RJ Depot Comple , (Sagkama ) 


APO 343. Tel: 43 387. File No 37-32-2 16) 







ee 


| 5.] GENERATOR ASSEMBLY 21,727 ea 


converted type, Py 


T™ 10-400, figur it1.-U-10C 

(unused ) Ta BP (OT4-K-]) 

pocat ten: Anspection contadt Property Dispogal Officer, 
cer 6. 


roperty Disp osal Divi si mn, QM USARJ Depot Comple -, (Sagami } 
APO 343. rel Nye7 re File Noj (37-828-1]-13) 


BAG, for Bailey bridge parts, 8,797 ea 


; empty, cotton duck, bw) trap 
, 


closure, with 2 handles, 30 inchds 
long, 18 inches wide. (unuse i ) 
Lot No. 2708-59 (085-U-1 ) 
Location: For inspection contaqt Property Dispogal Officer, 
Property Disposal Div., QM USARJ Depot Complex, ($agamif APO 34 
Tel: [438 rile ef l- 
a er 


Q 
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SCELI OUS PHOTOGRAPHIC 
aon . ae ae \ 
SQUI PiiE ND SUPPLIES. (used 
Lot iio. 285)-5 0j)4-29-C) 
Yeyy s4etine ‘ approximate yr. 
VONSOLOULIIE A Gppl nateiy: 
2a - CAMERA, still picture. 
2 ea - LENS, camera, motion p 
ste) Se 
length, F/2.3 relativ 
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length, F/2.3 lens sp 
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2 ea - STAND, light, floor typ 
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1 ea - LENS, camera, motion piqture O ng 
wm / 5 8 
length, F/2.3 relativd@ aperture 


ction contac Property} 
sal Division, QM 1 ARJ Depo T 
4387. File Nod (37-2859-1-17) 


Property Disp 
APO 343. Tel 


Location: For 


8, POLE, tent, ridge, jointed, l C4 
wood, metal sleeve, type 2, 
class 2, grade A or B. (use 
Lot No. 3634-59 (074-P-1) 


Consisting of approximately: QY 


20 ea - size: 14 feet 2 inches lo 


97 ea - size: 


feet 1 ae 
Location: For inspection GAD) rove: 


Property Disposal Division, QM ] : 
APO 343. Tel: 4387. File No¥( 37-3634 
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Mr. Extis. I stated earlier that we have been in business for 
than 12 years. The fact of the matter is that it is as if we 
been in business for the last year. The present procedures under the 
new Department of Commerce regulations have brought our busi- 
ness to a virtual standstill. Let me give you some figures to rove 
my point: 

In 1956 my company spent $1,057,000 in Japan; in 1957 we spent 
$837,000; in 1958 we spent $630,000; and in 1959 we spent $7,300, 

Mr. Brown. May I ask a question before it slips my mind? 

Mr. Fascetit. Yes, Mr. Brown. 

Mr. Brown. If I understand your testimony, the military sends 
out invitations to bid on these surplus materials in foreign countries 
before the military or anybody else knows whether or not they can be 
imported into this country ? 

Mr. Exuis. Yes, sir; millions of dollars’ worth of material is gold 
in foreign countries and they could not care less where it goes. They 
want money for it. That is their object. ; 

Mr. Brown. It does not make good sense that they would invite 
Americans to bid on surplus property unless they were first informed 
that it would be importable. In other words, it looks like that jg q 
waste of everybody's time and money. 

Mr. Exuis. I think not. 

Mr. Brown. It looks like this is something that could be worked 
out between the Department of Commerce and the Defense Depart- 
ment. 

Mr. Exxis. Do you mean we should be denied the right to bid be- 
cause we cannot import it / 

Mr. Brown. Yes; I will put it that way. Why ask an American 
concern to bid if they are not going to let them bring the stuff into this 
countrv ¢ 

Mr. Exuis. Because they have no way of knowing. 

Mr. Brown. Why should they not?) What would be wrong with 
the Defense Department inquiring, first, of the Department of Con- 
merce whether the item they are putting up to bid will be importable 
or not ¢ 

Mr. Exuis. That would have no bearing on whether they sold it or 
not. 

Mr. Brown. It would have a bearing on whether they sold it in the 
United States, and it would have a bearing on whether your concern 
would be in a position where you might bid and then find out you 
could not get it into this country. 

Mr. Exuis. We do bid on many materials that we export to the 
Philippines and India and Indonesia. The property disposal people 
are not interested in where we export except it must be to a friendly 
country and must be approved by the State Department and so on. 
It happens that our company imports into the United States not all, 
but 95 percent of the material we buy; 95 percent of our material 
comes home. J ; 

Mr. Rintrevs. May I comment at this point on your question, Con- 
gressman brown ‘ 

Mr. Fascety. Yes. . ; 

Mr. Rivets. The point which you raise has been considered very 
carefully as to whether or not the Defense Department should notif} 
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the Commerce Department in advance of offers. ‘You will appreciate, 
of course, that under the statute the sales contract itself must contain 
the statutory restriction against importation. That is how the statute 
eT chow 10 percent of the bidders for foreign excess property, 
according to our informal information from the Defense Department, 
are American firms. Probably not more than 10 percent, and very 
likely much less than 10 percent, of the foreign excess property that is 
sold is in fact sold to American firms. If the ¢ ommerce Department 
were to prescreen every bid for material offered by the Defense De- 
partment it would be an enormous administrative burden and it would 
be a nonremunerative piece of work because there would be no way of 
telling in advance whether the bidder for that particular property was 
American or foreign or whether the bidder intended to import that 
property into the United States. So we would be doing about 90 per- 
cent ineffective and useless work were we to prescreen all offerings of 
the Defense Department. 

Mr. Brown. Do not the Defense Department and the Department 
of Commerce both know, or should they not know, that certain classi- 
fications of goods are not importable into the United States, and, if 
such should be the case, could not the request for bids by the Defense 
Department carry some notation such as “These goods are not im- 
yortable,” or that there is a question whether they can be imported 
into the United States, so that a buyer such as this would know what 
the situation is / 

Mr. Exuis. We already know when we make a bid. They do not 
know. They do not care. They are only interested in the disposal of 
the property. 

Mr. Brown. I thought you said you could not find out until after 
you bid whether it was importable? If you do not care, why should 
wecare? Why should we have a hearing about it ? 

Mr. Exits. I do not mean we do not care. I mean we are not in- 
terested in all the time involved that it would take to find out on each 
item if it was importable.* They sell millions and millions of dollars 
of property every month, I would say more than $2 million or $3 
nillion worth every month. 

Mr. Brown. I understand all of that. We have been through this 
for years. I understand that. But I am still wondering if it would 
not be possible to at least have classifications of goods that the Defense 
Department would know could not be importable into the United 
and in those instances say so, so that concerns like your own would 
not go to all the trouble of arranging to bid only to find out at the last 
moment it was not importable. 

Mr. Exits. It might be wise. 

Mr. Brown. They could make a notation on the request for bids if 
they knew the goods were not importabie. 

I think I know as much about this matter of surplus property as 
many in the Congress because I spent 5 years studying it rather in- 
tently. I know there are many items that are borderline items and 
you cannot be sure of them, but I know there are other items that are 
not on the borderline and it does not take much judgment to know 
they are not importable. It would not take much work to put on the 
request for bids “Not importable into the United States.” 
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Mr. Exuis. It happens we have been importing automotive truck 
parts since 1946 and there has never been a restriction on the jm. 
portation of truck parts until recently, and we are at a loss to know 
why. We are reluctant to go out of business because of a regulation 
made in January which has barred practically everything. We ar 
trying to stay in business and do a good job. 

Mr. Fascent. Mr. Smith, do you thavea question ? 

Mr. Smirn. Yes. Did you say you were rejected on this bid be. 
cause you previously imported the same kind of material ? 

Mr. Exuts. No. I said the disposal officer felt our high bid was 
not a fair price for the material. He judged that by the fact that a 
year ago our company, along with other companies, had bid prac- 
tically twice as much on the same material. At that time we had an 
import license. They have an upset price on practically everything 
they sell. 

Mr. Smitu. Why did you bid less ? 

Mr. Extis. We gambled our money. The amount involved was 
$18,000. We do not know what to do with the material unless we 
can bring it in the United States. 

Mr. Smiru. You bid less because 

Mr. Exxis. I am taking a gamble. I risk my money. I pay $1,000 
a month storage and I have axles on which I have paid $6,000 for stor. 
age alone since making my first. application for an import license, and 
we cannot keep on doing this. It is not good business. 

Mr. Fascey. Mr. Ellis, you said you took a gamble. Were you 
not taking exactly the same gamble prior to January 1 of this year! 

Mr. Ex1s. No, sir. 

Mr. Fasceti. Why not? 

Mr. Extis. Because we either had a predetermination letter or an 
import license before we made the bid. We took the gamble because 
we did not know when we would sell it and we knew we would be 
able to sell it in the United States. 

Mr. Fascett. You mean by the procedure prior to January you 
were able to make application for an import license even though you 
had not bid ¢ 

Mr. Exuis. Yes. 

Mr. Fasceii. Are the requirements now such that you cannot re- 
quest an import license without making a bid ? 

Mr. Exuis. That isright. We have to prove ownership. 

Mr. Fasceiy. That is by the new regulation ? 

Mr. Exxis. That is what I am told. I do not interpret the regula- 
tion that way. 

Mr. Fasceiy. I see Mr. Rintels wants to comment. 

Mr. Rinrets. We do not interpret the regulations that way either. 
The regulations normally permit the filing of an application for an 
FEP import determination prior to acquisition of title. We make 
every effort to process those applications promptly. We seek toallow 
ourselves 10 days for orderly consideration and processing of the 
application. In some difficult cases it takes longer. We do not 
guarantee a decision within 10 an 

[ call attention to the dates Mr. Ellis has mentioned. 

Mr. Fasceti. April 16 to May 25, I believe. 
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Mr. Rivtexs. From April 16 to May 25 is a period of roughly 6 
weeks. It may be that in a single instance we at the Department were 
not successful in processing a case, but I think the normal experience 
is that cases are processed and decisions are made within, I would say 
roughly a period of 1 week to 2 weeks, or 10 days to2 weeks. So that 
if the time span stated by Mr. Ellis is a normal time span, the appli- 
cant should know in ample time to place his bid. This is not invari- 
ably the case, but I think that is accurate, and Dr. Bennett, our for- 
eign excess property officer, is here and if I have erred I hope he will 
comment on it. May I ask Dr. Bennett to comment ? 

Mr. Fascetyi. Yes. Let us get that clear here. 

Dr. Bennett. I do not know the specific case to which Mr. Ellis 
referred. It may be more than 10 days were taken. The question of 
axles has been a difficult one for us to process. It has taken a longer 
time frequently and it may well be in this case it took 6 weeks. Norm- 
ally, however, the answers on a request for an FEP determination go 
outin 10 days. If it is a difficult case it may take longer than 10 days. 

Mr. Fasceti. Thank you, Doctor. 

Mr. Brown. In that connection, may IJ ask another question ? 

Mr. Fascetu. Mr. Brown. 

Mr. Brown. In this particular instance this was an application for 
the importation of axles ? 

Mr. Exxis. Complete axle assemblies. 

Mr. Brown. Does the Department of Commerce, in this Import 
Division, pass on the question of whether these axles as a class are 
importable, or do they pass on each application? Once they decide 
they are importable, they should not have to take much time to make 
a determination on each application. 

Mr. Drumm. In some commodities the supply and demand situation 
changes from time to time. 

Mr. Brown. I understand that. What I am saying is that if it isa 
matter of importing axles, the same particular axles, once it is deter- 
mined they are importable it should be easy to answer every man’s 
application, whether is is for 1 or 50. It is either importable or not 
importable. 

Mr. Drumm. In each case we have a survey made by our Industry 
Division. 

Mr. Brown. On the item or on the bidder? 

Mr. Drumm. On the item, on a commodity basis, and then we bring 
it up to date following the precedent in the previous case. 

Mr. Brown. If there were 10 applicants bidding on the same thing 
your only problem would be to determine whether it was importable, 
or would you have to take up each application separately ? 

Mr. Rintets. We would assimilate all the applications in a single 
file and it would be referred to our Industry Division with reference 
tothe property in that lot. Everybody would get the same answer. 

Mr. Fasceti. That is assuming all the requests came within the same 
period of time ? 

Dr. Bennett. It does not make any difference when they come in. 

Mr. Fasceti. If one came in January 1958 and one in January 1959 
Timagine you would apply the criteria applicable at the time ? 


Mr. Rrnrets. I was assuming you were referring to the particular 
lot. 











100 IMPORTATION OF FOREIGN EXCESS PROPERTY 


Mr. Fasceiu. It was not my question. I was placing an assumption 
on your answer. 

Mr. Rintexs. If I may elaborate a little bit, the Department has 
considered that individual applications should be considered on their 
individual merits. To the extent, of course, that the same property is 
covered in a series of applications, it would obviously be a waste of 
time to chew the same cud on each of these applications. 

But where different property is involved, even though it is prop. 
erty of the same nature, there may be other factors for consideration, 
For example, if a large quantity of a particular item has already 
been authorized for importation, the impact of that lot of property 
on the market would have to be measured in terms of the cubseiihe 
supply-demand situation. 

Similarly, the time period might be different. The impact at q 
different time might be different. The property might be generally 
similar but we would not, for example, treat all axles as being in the 
same category. 

We had this question arise in connection with generators and other 
types of property. So that it is difficult to establish lists of property 
which are admittable or excludable by definition. 

Beyond that, we recognize that every decision, whether by list or by 
individual case, is appealable or reviewable, so not. a great deal can be 
accomplished administratively by establishing lists because it would 
be essential to set up an exception procedure. Every case would be 
subject to the exception procedure and we would find ourselves, | 
think, almost back where we started. 

Mr. Ex.is. That would not be a bad place to go. 

Mr. Kamrevtman. Mr. Chairman, without belaboring the point ] 
do want to say that my clients and our members do have problems 
with this predetermination. Mr. Fuetsch showed me a letter he has 
where he made a request on the Ist and he still does not have a deter- 
mination. As a result of the new policy the Department of Defense 
is getting less money and overseas purchases have drastically declined. 

Mr. Brown. I would like to comment that the representative of the 
Department of Commerce answered my direct question by answering 
a lot of indirect questions I did not ask. I was talking about identical 
things. 

Mr.Euuts. I will answer it, if I may. I have been told that each 
application will be acted upon on its own merits regardless of 
whether it is the same identical material over and over. They have 
given me reason to believe if I bring in 600 axles and come in next 
month they might turn me down. They would not ask me if I had 
disposed of the 600 axles. They have told me, “They should supply 
the demand, and henceforth there will be no more axles.” 

Mr. Brown. My question was directed to the single thing, as to 
whether or not, when one item was up for bid, if they determined that 
that item was admissible, then why should they not pass that deter- 
mination on to every applicant; why should they determine it over 
and over ? 

Mr. Fasceuu. I understood Mr. Rintels to say that is exactly what 
they do. Have I correctly interpreted your statement 4 
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Mr. Rivets. The chairman has correctly reflected my statement. 

Mr. Fascetv. Let us let Mr. Ellis finish with his testimony and then 
we will get into more questions. : 

Mr. Exuis. I have just given you some figures to show what this 
regulation has done to our overseas purchases. 

n the matter of labor spent overseas, in 1956 it was $56,000; in 
1957 it was $60,000 5 in 1958 it was $58,000; and in 1959 it has been 
$15,000 up to this point. is ; 

Our incoming freight from overseas to the [ nited States and this 
ig all spent with American steamship companies—in 1956 we spent 
$197,000 with American steamship companies; in 1957 we spent $232,- 
000; in 1958 we spent $195,000; and in 1959 we have spent $18,000. 
This is on material we purchased last year cleaning up. That is 
what it has done to the economy of a few American steamship com- 
panies. ! 

For operating expense in connection with the oversea purchases in 
1956 we spent $85,000 ; In 1957 we spent $99,000; in 1958 we spent 
$96,000; and in 1959, this year, we have spent practically nothing, 
probably $5,000. ar oat 

At the present time we are not importing anything into the United 
States and we have not had a new license issued to us for nearly a year, 
although we have made approximately 12 applications to import 
materials since January of this year. And, incidentally, every one of 
our applications was submitted in a formal way to the Department 
in accordance with its regulations. 

Before going further let me now mention that we have some ma- 
terial in bond and I want to say a word about that. 

When we purchase material and cannot get an import license for 
that material, we are required—if we desire to bring it into the United 
States for reconditioning—to put up a warranty bond guaranteeing 
that those items will not enter the domestic market and will be ex- 
ported. Last year, during the hearings before your subcommittee, I 
heard a witness testify that there were many millions of dollars’ worth 
of construction equipment on the west coast and that if the bars were 
let down, the country would be flooded. 

First of all, let me say, those of us who are in the business—and 
we work hard in our business—did not appreciate the implications 
made by that witness to the effect that many of us who sign these 
warranty bonds did not adhere to them. We may not like the law, 
but we abide by it and resent aspersions on our character. More than 
personalities are involved, however, in my rebuttal of that testimony. 

The fact of the matter is that our company is one of three that 
have any significant material in bond. Speaking for myself, I can 
say that the total amount of materials that we have in bond is no 
more than $150,000 worth, and I am certain that ours is the largest 
amount, with the total amount probably no more than $300,000. I 
have in my hand an itemized list of the materials that we have now 
inbond and I want to make it a part of the record. 

Mr. Fasceti. Without objection it may be made a part of the 
record. 














102 IMPORTATION OF FOREIGN EXCESS PROPERTY 


(The list referred to follows :) 


SuMMARY—MATERIAL IN BOND 


Forklifts s Siow. 81 | Quic kway cabs__- ' - 9 
Crane buckets . 3 | Crane booms_-_-_- - 5 
Cranes___—- oF 12 | Crane attachments, shovel front_ 1 
Army-tread tires ; : 570 | Crane attachments, backhoes___ 40 
Army truck wheels______-_-_--- 2, 404 | Tractor parts, rollers_- es. 
Jeep block assemblies_- an 15 | Tractor parts, sprockets_________ 31 
Earth augers (old style) _----- 22 | Tractor parts, idlers- _ 7 
Hammers and extractors us 33 | Rooters 2 ie 


Mr. Ex.is. Talking about material in bond, allow me to give you 
illustrations of how ‘arbitr arily we believe the law is now being ad- 
ministered in the Department of Commerce. 

It is unfortunate that Mr. Connell, preside nt of the Connell Motor 
Truck Co. did not have an opportunity to testify to you per rsonally 
on Tuesday. He was here and had to go home. He isa customer 
of ours. He has been anxious to buy from us a special kind of fork- 
lift truck which has not been manufactured in the U nited States since 
the end of World War II. This was a specialized piece of equipment 
made to handle bulky and yet lightweight material. Its name “Plane- 
loader” indicates its general usage. Mr. ¢ vonnell required that fork- 
lift truck because he wanted to ad: apt that truck for his ¢ ustomers’ use 
in the agricultural field. He came to us at the end of 1957 for this 
equipment. We own this equipment and now have it in our yards in 
bond. We made applic ation to the Department of Commerce for a 
license to release us from bond, and showed them our opportunity of 
placing it with this dealer. Our application was denied. We then 
went to the Appeals Board and after waiting 7 months for a decision 
we did not get a license. 

I have in my hands two letters from the Connell Motor Truck 
Co., one dated January 20, 1958, and the other, June 12, 1959, urging 
upon us the importance of their purchasing those trucks from us. 
There is no comparable truck that they can buy at any price. T have 
them in my yard but I cannot sell them to my customers who need 
them. 

I would like to read excerpts from these letters and put them in the 
record. 

This is from the letter of January 20, 1958: 

The used Planeloader lift trucks are used in the agricultural field in our area 
in an effort to eliminate expensive labor and to alleviate a shortage of field labor. 
Although there are supposedly many lift trucks of this type on the market, you 
will find that there is no truck that is identical to the Planeloader and that will 
do the work that this truck will in the agricultural field. Furthermore, the pro- 
hibitive price of new equipment at this time makes it very advantageous to the 
user (farmer) for him to purchase used forklift trucks in order to experiment 
with his various laborsaving endeavors. 

Mr. Brown. If there is none available, none being manufactured, 
how could you have prohibitive prices ? 

Mr. Etxis. They would have to convert a $7,000 or $8,000 machine 
to do this job that this one does in its present form. I think that is 
what he meant. 
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In their letter of June 12, 1959, the Connell Motor Truck Co. say: 


Following up our endeavor to purchase the group of forklift trucks that you 
e in your possession and which are in bond, and which you have not been 
_ to to dispose of to us, I would like to aiviee that we. at Ye time, - 
nning low on this type of equipment. In fact, this particular type lift truck ; 
namely the Planeloader model which we adapt for us in our agricultural area, 
are becoming scarce. 
There are still a few surplus trucks in the United States, but very 


few. Most of them were shipped abroad. [Continuing quoting:] 


The demand will overcome the supply within the next 30 days, and. as you 
know, this type of lightweight versatile lift truck is not manufactured by any- 
one at this time. It is a discontinued and obsolete model, but we have been 
fortunate enough to modify and adapt this particular model forklift truck to 
the agricultural needs of our San Joaquin V alley. . ae 

The utilization of forklifts by the farmers in their orchards, vineyards, to- 
matoes, etc., is becoming quite an advantageous method of handling these com- 
modities. I believe that you will see many changes in the method of handling 


peaches, pears, and other fruits. 
I will make the two letters a part of the record. ! 
Mr. FASCELL. Without object 10n they may be made a pa rt of the 


record. 
(The letters referred to follow :) 
CONNELL Moror Truck Co., INC., 
Stockton, Calif., January 20, 1958. 
Mr. Pavt ELLIs, 
The Ellis Co., 
Gardena, Calif. 

Deak Pau: I am writing this letter in an effort to see if there is any possible 
way that we may secure used lift trucks and used cranes that you have in bond, 
and which we cannot at this time purchase. There is a tremendous market in 
the very near future for used Planeloader forklift trucks, also lift trucks of 
every kind. 

The used Planeloader lift trucks are used in the agriculture field in our area 
in an effort to eliminate expensive labor and to obleviate a shortage of field 
labor. Although there is supposedly many lift trucks of this type on the market, 
you will find that there is no truck that is identical to the Planeloader and that 
will do the work that this truck will in the agriculture field. Furthermore, the 
prohibitive price of new equipment at this time makes it very advantageous to 
the user (farmer) for him to purchase used forklift trucks in order to experi- 
ment with his various laborsaving endeavors. 

I feel that the cranes that you have and which we cannot touch are definitely 
going to be needed by log operators and sawmill operators in our trade area. 
In order to overcome the economic strain that this lumber operation has been 
under and in order to increase their production, they are going to be forced to 
pick up good used cranes for their logging operations. If you were only to price 
a new crane, which undoubtedly you have a pretty good idea of what the price 
would be, you can readily understand the position these people are in at this 
moment. I feel that if this equipment were to be released to the public it would 
certainly help the economic recovery rather than hinder the economic structure. 

I sincerely hope that you will be able to advise me shortly that some of this 
equipment is available at the local level, as we are in no position to purchase 
equipment that is earmarked for export only. 

I will visit with you in several days and see what can be done on some of the 
other equipment that we need that you do have free on your lot that can be 
sold on the local market. 

Kindest personal regards. 

Very truly yours, 
JAMES L. CONNELL, President. 
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Con NELL Motor TRuCK Co., INc,, 
Stockton, Calif., June 12, 1959. 
The Eis Co., 
Gardena, Calif. 
(Attention : Mr. Jack Bilis. ) 

GENTLEMEN : Following up on our endeavor to purchase the group of forklift 
trucks that you have in your possession and which are in bond, and which you 
have not been able to dispose of to us, I would like to advise that we at this 
time are running low on this type of equipment. In fact, this particular type 
lift truck, namely, the Planeloader model which we adapt for use in our agri. 
cultural area, are becoming scarce. The demand will overcome the supply 
within the next 30 days, and, as you know, this type of lightweight, versatile 
lift truck is not manufactured by anyone at this time. It is a discontinued and 
obsolete model, but we have been fortunate enough to modify and adapt this 
particular model forklift truck to the agricultural needs of our San Joaquin 
Valley. ‘ : 

The utilization of forklifts by the farmers in their orchards, vineyards, 
tomatoes, etc., is becoming quite an advantageous method of handling thege 
commodities. 1 believe that you will see many changes in the method of hap. 
dling peaches, pears, and other fruits. Believe it or not, they are even experi- 
menting in handling peaches in bulk. This is all handled by lift trucks, and the 
Planeloader model lift truck is one of the most adaptable for this purpose, 

I believe we are pioneering the agricultural use of lift trucks more than anyone 
in the San Joaquin Valley, with the result that before long some lift-truck manp. 
facturer will be manufacturing a truck which will be for agricultural purposes 
only. 

I am only sorry that I cannot afford to be away from my place of business 
and accompany you to Washington. I am positive I could be of some assistance 
in explaining some of our problems, because many times it has been stated that 
many lift trucks are available of the Planeloader type. This is not so. Fur. 
thermore, when one pioneers this type of improvement in material handling, 
the people who are changing their method of operation cannot afford new equip. 
ment. As mentioned above, the material handling of agricultural products will 
eventually revolutionize the handling of this type of material 

Very truly yours, 
JAMES L. CONNELL, President. 

Mr. Exuis. There are other illustrations. I have in my hand a 
letter from the General Motors Corp., which was sent on August 21, 
1958, to the Chairman of the Board of Appeals of the U.S. Depart- 
ment of Commerce. This letter lists a number of parts in a 6x6 
truck which are no longer manufactured by the original manufacturer 
and which are peculiar to the World War IT vehicle only. General 
Motors states: “We have no objection to the entry of these parts.” | 
am here to state that I have made numerous applications to the De- 
partment of Commerce to import these parts into the United States 
and each one of my applications for a license was denied. 

I would like to read a part of this letter from General Motors Corp. 
to Mr. Frederic W. Olmstead, who was then Chairman of the Board 
of Appeals of the U.S. Department of Commerce: 

Of the above mentioned parts— 
and they list a few— 


front and rear axle shafts, wheels, transfer assemblies, and radiators are pe 
culiar to World War II 6x6 trucks and no longer serviced. We have no objec 
tion to the entry of these parts. 

Mr. Fasce.i. What inspired such a letter? 

Mr. Extis. I have been unable, since the new regulation, to get a 
license for the import of these parts. 
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Mr. Fascety. The letter referred to will be made a part of the 


rd. 
i Euuis. Thank you. 
(The letter referred to follows :) 


GENERAL Motors Corp., 
GMC Truck & Coacu DtvisIon, 
Pontiac, Mich., August 21, 1958. 
Mr. Freperic W. OLMSTEAD, 
Chairman, Board of Appeals, 
U.S. Department of Commerce, 
Washington, D.C. 

Dear Mr. O-mstTeAD: This is in answer to your letter of August 15 regarding 
appeal by the Ellis Co., Gardena, Calif., for license to import parts for World 
War II GMC 6x6 trucks. 1 

Letter from the Ellis Co. dated August 12, copy of which was attached to your 
letter, lists the following categories of 6x6 truck parts which they propose to 

es 
wr Front and rear axle shafts. 

Wheels. 

Front and rear differential assemblies. 
Transmissions. 

Cylinder heads. 

Front and rear hubs and drums. 
Drive lines. 

Transfer assemblies. 

Radiators. 

Exhaust and intake manifolds. 
Miscellaneous parts. 

Fuel pumps. 

Carburetors. 

Of the above-mentioned parts, front and rear axle shafts, wheels, transfer 
assemblies, and radiators are peculiar to World War 6x6 trucks and no longer 
serviced. We have no objection to the entry of these parts. 

To the extent that designation ‘Miscellaneous parts” includes engine parts. 
this and the remaining categories listed are common to World War II GMC 6x6 
trucks and GMC commercial trucks. Cylinder heads, fuel pumps, and carburetors 
are currently serviced as units. Front and rear differential assemblies, trans- 
missions, front and rear hubs and drums, drive lines, exhaust and intake mani- 
folds, and engine parts are currently serviced in detail parts of these com- 
ponents. All parts referred to in this paragraph are available through the more 
than 2,900 GMC dealers in the United States. Accordingly, we do not believe 
that the best interests of domestic commerce would be served by permitting the 
importation of this material. 

We appreciate your invitation to have a representative at the hearings August 
26 and 27, but we do not believe that under the circumstances it will be 
necessary. 

Yours very truly, 
P. J. MONAGHAN, General Manager. 


Mr. Exuis. I can take the rest of the day with illustrations, I can 
fill your record with letters that I have from original equipment 
dealers as well as manufacturers indicating their desire to purchase 
used materials that we have in bond. They want to buy from us 
because they can’t afford to buy new equipment, and alternative and 
comparable used equipment is not available on the market. Never- 
theless, our applications to release that material from bond have 
been denied. I would like to have those letters made a part of your 
record. 

Mr. Fascett. We will not include those as a part of the record, 
but we will make them a part of the committee file. 

Mr. Exxis. Thank you. 
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The most outrageous example in my recent experience relates to 
certain axle assemblies that we have now in our possession in Japan, 
We own these assemblies, and we are not permitted to import them 
into the United States. Let me tell you what the American business. 
men have to go through in dealing with the Department of Com. 
merce under its present regulations. 

We originally, not more than 2 months ago, made application to 
import axle assemblies for a military GMC 6x6 truck. Our applica. 
tion was turned down. 

Dr. Bennett, the foreign excess property officer, was kind enough 
to tell me when I asked him for a reason, during a telephone cop- 
versation, that the application was turned down because Timken was 
manufacturing the axle and because two companies, whose names 
he gave us, had 200 axle assemblies each in stock available for the 
market. Aside from the fact that the availability of these axles in 
the East should be immaterial to our needs on the west coast, the 
availability of such a small number should have had no bearing on 
ourapplication. But what are the facts? 

When I heard the reasons given for the turndown, I immediately 
called the dealers mentioned to me as possessiong the axles, and ] 
would like to read their replies to my telephone calls: 

Dear Mr. Exvis: Relative to our telephone conversation regarding M-211 
axles (that is for the GMC 6x6 truck), we regret to advise you that we regret 
to advise you that we do not have any of these in stock and have not had any 
for over a year now. 

We are in great need for our service requirements for customers who have 
purchased this type of truck, and if you can locate any of them, please keep me 
in mind, as I would like to buy some of them. 

This is from the Rex-Tex Equipment Corp., of Dallas, Tex., a very 
large concern. 

The other letter is from the Memphis Equipment Co., Memphis, 
Tenn., another of the companies who was supposed to have had axle 
assemblies in stock available for the market : 

Dear Mr. Ettis: In reply to our telephone conversation on the M-211 axle 
assemblies for the GMC 2%-ton 6x6, I am sorry to advise that at the present 
time we do not have anything at all in new or good used units. 

The few that we purchased in Texarkana turned out that the majority of the 
axle housings were bent and of course unusable. These axle assemblies have 
been fairly scarce since we have had considerable trouble with bent housings. 
£ we are fortunate to locate anything we will be more than glad to let you 
know. 

May these two letters be made a part of the record ? 

Mr. Fasceityi. You have already read them into the record. Youmay 
hand them to the reporter. 

Mr. Extis. Not only did I learn from these two letters that the 
two companies did not have axles but they would like to buy from me. 
We made further inquiry and Mr. Dick, who testified before the 
committee on Tuesday, is a customer of ours. We wrote to the Rock- 
well Corp. asking for a supply of parts to repair U.S. Government 
surplus GMC 6 trucks. These were the very axles we were trying 
to import. 

Let me read the reply from Timken. This is from Rockwell Stand- 
ard signed by Mr. Kermit, the man they told the Department of 
Commerce to refer us to if they needed automotive truck parts. 
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GentLeMEN: This will acknowledge receipt of your letter of May 1, 1959, 
informing us that you are in the process of rebuilding approximately 25 GMC 
§ by 6 Government surplus vehicles that are needed in various parts for this 
project. In this regard the writer— 


Mr. Kermit— 
wishes to inform you that we do not have any branches or dealers of our 
own. 

I think that is pretty plain. 

It is our policy to sell replacement parts direct and only to the vehicle 
manufacturers using our axles in their production equipment and depending 
upon their branch and dealer outlets for the distribution of our parts. 

In view of the above, we are unable to sell parts to you direct. We are, how- 
ever, forwarding your letter to the parts department of GMC truck and Coach, 
at Pontiac, Mich., requesting whether you can obtain parts for these vehicles. 

We received a letter from the GMC Truck and Coach Division: 


GENTLEMEN : We have received your letter of May 1 addressed to the Rockwell 
Standard Corp., as well as a copy of Mr. J. L. Kermit’s reply dated May 8, 1959. 
We regret very much to inform you that the parts peculiar to a military model 
can only be sold to a Government agency. Under these conditions we are unable 
to furnish these parts through domestic channels. 


FENERAL Morors Corp., 
F. P. REED, 
Supervisor of Parts Orders. 

I presented these letters to the Department of Commerce requesting 
reconsideration of my application since the facts upon which their 
decision was apparently made were clearly in error. Yesterday I was 
informed formally that our request for reconsideration was denied. 
Now I must go to the appeals board for their consideration. In all 
candor, Mr. Chairman, I simply do not understand it. 

If this application is rejected in view of the evidence I have just 
given you, then I, too, will join the others of my competitors who 
feel there is no use in making any further applications. That is why 
we are convinced that the regulations of the Department of Commerce 
are intended to keep us out. In spite of all the evidence we have 
produced, we cannot get a license. We cannot live with the January 
15, 1959, order and I would like to suggest that that amendment be 
stricken, thrown out in its entirety. There was never any need for 
it and we can then go back to the original law passed, that it be 
administered fairly and not just for the benefit of the manufacturers. 

I would like to say one other word in closing. During last year’s 
appeals, Mr. Parker, one of the vice presidents of Rockwell Standard, 
made several statements and we proved every one false or erroneous. 
I learned from Mr. Davis yesterday—who is the Director of the Trans- 
portation Division of the Business Defense Service’ Administration— 
why he recommended that this license be turned down when I proved 
conclusively they are impossible to buy. He said he had a letter from 
Mr. Parker saying they had a change in policy and that Mr. Kermit 
never should have written such a letter, that he was in error in writing 
such a letter. Imagine that. I said, “Do you believe it?” 

He said, “I had to.” 

Isaid, “You don’t believe me?” 

Mr. Parker told us, told you gentlemen, told the appeals board, 
that he could furnish these vehicles and they have manufactured not 
one axle and they keep insisting that they can. Now just last week 
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he called and he had the nerve to call and say, admit, that they had 
not been producing them, but they had a change of policy. 

These are the things we have to live with. He criticized Mr. Kermit, 
the head of his parts division, severely for writing such a letter, 

We have been a year trying to get a letter from them. 

It is all in verbal form. They do not want anybody to know they 
do not furnish the axles. Everybody in the industry knows it. We 
are denied the right to import axles. 

He also made a statement to the effect that Rockwell Standard lost 
$5 million in business because of the importation of Timken axles. 

I said, “Why didn’t you just manufacture $5 million worth of axles 
and sell them to the public?’ 

It is obvious he had no market, could not sell them, and they would 
not buy them from him. He has a $1,300 axle that we sell for $75, 
He knows he cannot sell them so he will not make them. They have 
never manufactured them. 

Mr. Fasceiy. It seems to me I asked him the same question but I 
do not. remember right now. 

Mr. Exis. I asked him the question. I said, “Do you, or can 
you, furnish them?” 

He evaded every question but he left the impression that Timken 
Axle can do anything they want to do. They are buying them nov, 
They made $55 million last year in manufacturing axles, 

The point is that they do not manufacture this axle and I think 
the fact that they are w illing to make it does not alleviate the short- 
age. There is a shortage. The law says that if there is a shortage of 
material and it benefits the ec onomy of the United States we should 
be entitled to a license to import. The fact that Timken says that 
they can make them does not mean that there is not a shortage. 

Mr. Fasceri. Mr. Brown? 

Mr. Brown. Mr. Chairman, Mr. Ellis has indicated from his testi- 
mony that it has not been very easy to make money in his business 
recently. 

Mr. Exuits. That is right. 

Mr. Brown. Based on the excellent and able way in which he pre- 
sented his case, I would like to suggest that if he has to get. out of this 
business to look into the idea of going into the practice of law. He 
would make a very good barrister. 

Mr. Exxis. Thank you, sir. I planned on that in my early days. 

Mr. Brown. You presented your case very, very well. 

Mr. Fasceti. You would rather make money than practice law! 

My. Kampe_mMan. I was just about to say that. 

Mr. Exits. It so happens that I enjoy my business, It is a faseinat- 
ing one and lucrative one, and I hate to get out of it after having 
spent 12 years in it. 

Mr. Brown. Off the record, please. 

(Discussion off the record.) 

Mr. Fasceti. On the record. 

Mr. Smith? 

Mr. Smirn. Perhaps the Commerce Department should answer 
this; as I gathered the testimony here, if surplus dealers have cer- 
tain materials in stock in what they consider adequate amounts al- 


ready, then you prohibit more import: ition of the same materials, is 
that correct? 
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Mr. Rinrets. May I modify that in a minor fashion? This is an 
element which is taken into consideration together with all other 
elements in determining the existence of the domestic supply situa- 
tion. This is prescribed in the regulations of the Department and 
there is a point which specifically covers the matter which you have 
raised. This is subsection 8 of paragraph 401.4(c) of the Depart- 
ment’s foreign excess property order No. 1. 

*« * * If determinations have been issued for the importation of a product, the 
quantities covered thereby should be assumed to be included in the domestic 
supply for the purpose of determining whether a shortage exists. 

Mr. Smiru. The effect. of that is that you actually guarantee to a 

rson who has already shipped some in that he is going to make a 

rofit? That is what it amounts to? 

Mr. Rivers. I think that is somewhat overstating the position, 
Mr. Smith. 

Mr. SmirH. You guarantee that you are going to keep a monopoly 
onthe supply for him until there is a ; 
Mr. Rintrets. No, we merely assume that that is within the domestic 
economy as a measure for making subsequent determinations. The 
market may be saturated by an importation or may not be saturated 
by an importation. Obviously, a small importation would not satu- 
rate the market. A case did arise a year or two ago, I recall, where, 
under some special circumstances a large number of Army canvas 
cots had been admitted because they were required by civil defense 
agencies which were very short of funds. I think the number was in 
the vicinity of 100,000. We took that action into account in making 
subsequent determinations with respect to the same type of property. 
I think that that was an appropriate thing to do. The domestic 

supply was increased as a result of that action. 

Mr Smitn. What about the axles that are now on hand that the 
Department does not permit the dealers to sell, regardless of the 
supply? How does that work into this? 

Mr Rintets. Property which is in the country in bond is not part 
of the domestic supply. An application to release that into the econ- 
omy is the equivalent. of an application to bring it in from abroad 
and the same standards, the same criteria, are applied. 

Mr. Brown. May I interrupt? 

Mr. Smiru. Yes. 

Mr. Brown. What is that criteria? If there are no axles available 
in the country, none for sale, you cannot buy any, why should they 
not be admitted? Why should not this prohibition be lifted and 
they be permitted to sell them? If no one else is able to sell them, 
the cote who buy these surplus trucks cannot get them for replace- 
ment, what is wrong with letting them sell them ? 

Mr. Rinrets. Mr. Brown, you are asking me to substitute my judg- 
ment for that of the FEPO and the appeals board. The case which 
Mr. Ellis has discussed is a case which is pending presently in the 
eet of Commerce. I have not reviewed the file in this case. 
It has not come to me in connection with the appeals board proceed- 
ing. The appeals board has not yet considered or decided that case. 

T assume—and you may correct me if I am in error—that the com- 
mittee does not want to substitute itself for the appeals board of the 
Commerce Department prior to a final determination of that case in 
the Department. 
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Mr. Brown. You are entirely right, but this is still a Governmen; 
of law and this committee and this Congress does have the respon. 
sibility to attempt to see to it that the laws are administered fairly anq 
pre. I think my question was entirely proper and I think some. 
vody, Mr. Chairman, somewhere—I do not care who it is, whether 
this gentleman or the Secretary of Commerce, or the chairman of the 
appeals board—ought to answer that very simple, direct question, 

Mr. Fascety. I think the gentleman from Ohio is correct. because 
the Chair certainly does not intend to decide the case pending before 
the Department. I see absolutely nothing improper or difficult about 
answering what the criteria are that the Department now applies to 
all cases. 

I do not see any problem there at all. 

Mr. Rintets. We are prepared to answer that question. 

Mr. Fascety. I think that the question the gentleman from Ohio 
asked you in all fairness ought to be answered. 

Mr. Exits. May I try to answer it? 

Mr. Fascetu. No, sir. 

Mr. Ex.is. I am sorry. 

Mr. Fasce.u. Go ahead, Mr. Rintels. 

Mr. Rinrets. The criteria for passing upon applications are set 
forth in very considerable detail in the foreign excess property order 
No. 1. That order, I believe, is before the committee and I will not 
read it at length but I call attention to section 401.4 of the order aga 
statement of those criteria. I am satisfied that an honest effort is 
made to apply those criteria to the facts in each individual case. We 
have no claim to infallibility. There is an appeals board which re- 
views the individual decisions of the foreign excess property officer 
and I assume, if both the foreign excess property officer and the ap- 
peals board are in error, there is resort to other tribunals as in any 
other situation where there is room for difference of opinion. 

Mr. Fasceti. Getting back to the specific question asked by the 
gentleman from Ohio, let us take 401.4, subsection (c), Nos. 1 and 2. 
Subsection (1) reads: 

* * * Tt is not sufficient to find that an importation would not be harmfti. 
It must affirmatively appear that it would specifically relieve a shortage, or 
otherwise be beneficial to the economy. 

I would purely assume at this point, hypothetically speaking, that 
it might be possible for someone to decide that the import of an article 
should be refused so as to get rid of existing and local surplus of 
similar items and therefore open the market for new items. That is 
a possibility. I do not say that is done. But I can understand why 
a truck manufacturer would not want GMC World War II trucks on 
the market if he could sell new ones. Such a factor might be taken 
into consideration although the law does not spell it out. 

Mr. Kamretman. May I comment on that ? 

Mr. Fascety. Go ahead. It is purely an assumption. 

Mr. KampecMan. We take issue with the whole series of the criteria 
established in January by the Department of Commerce as not consist- 
ent with the statute as we see it. We will attempt to explain our posi- 
tion on that but specifically with respect to your statement about some- 
body who might want to do that, I believe this is what the original 
manufacturer would like to do, the new manufacturer would like to 
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keep out al] used materials so he could sell new ones. This is true 
probabl of most. businesses. 

Mr. Fasceiy. It is unimportant unless he puts it to work. 

Mr. KampretmMAN. Exactly. Mr. Rintels read a few moments ago one 
of the determinations in answer to the questions set forth by Mr. Smith 
as to existing surplus. This was subsection 8 and I would like to ask 
Mr. Rintels—— 

Mr. Fascety. 401.4? 

Mr. KampecMAn. Yes. Mr. Rintels read that into the record in 
answer to the question of Mr. Smith and you will notice that this says 
that if determinations have been issued for the importation of a prod- 
uct, then it is counted as if it is in the economy. I would like to ask 
Mr. Rintels if it is not possible for a determination to be made and yet 
the material not be imported into the United States, and if that is the 
case do you still count it as within the economy, even though it has not 
entered the economy, or may not enter the economy ? 

Mr. Rintets. I will answer your question, Mr. Kampelman, yes, we 
do. The reason for that is that import determinations and authoriza- 
tions are time limited. They are valid for a period of 6 months and 
until the 6 months has expired, we will not know whether the property 
has been imported or not. Therefore, we must assume that the 
applicant who has gone to the trouble and expense of filing an applica- 
tion intends to bring the property in. At the end of 6 months, we no 
longer make the assumption because we are then in a position to know 
whether the property has or has not been imported. 

Mr. KamretmMan. May I follow up on that question by asking Mr. 
Rintels the next question : Is it not true, in view of the statement made 
earlier, that the Department is prepared to give consideration to ap- 

lications for the importation of an item, even before the applicant 
is the owner, to meet Mr. Brown’s question asked of Mr. Ellis? 

You might have three or four American concerns attempting to bid 
inJapan. This is not unusual. Therefore, you would have the likeli- 
hood of those three or four American concerns applying and receiving 
determinations with respect to this importation. 

Mr. Fasceti. The point you make is duplication ? 

Mr. KamrecMan. Or triplicate or quadruplicate. I would like to 
know the policy of the Department with respect to that. 

Mr. Rintexs. We have covered that point, Mr. Kampelman. A de- 
termination is that specific property may be imported if the property 
is identified. A determination does not constitute a document which 
admits the property into the country. Once the property has been 
acquired by a person who holds a determination, he may obtain an 
authorization which is the document which admits the property into 
the country, so it is entirely immaterial how many determinations 
are outstanding with respect to the same lot of property. 

Only a single authorization may be granted with respect to that 
property. 

_ Mr. Fascett. The Department considers only authorizations in the 
inventory as it applies it to the criteria set forth in the regulations? 

Mr. KampeimMan. That is not what it says, Mr. Chairman. 

Mr. Fascetu. I am asking the question. Please let him answer it. 

Mr. Rintets. I am afraid I do not fully grasp the question. 
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Mr. Fasce.u. In examining the question of imported items as they 
may relate to existing inventory to comply with the criteria laid down 
in the regulations, the Dep: irtment only considers authorizations, and 
not determinations ? 

Mr. Rivets. No; the Department considers determinations but 
the time limit for authorizations coincides with the time limit for de. 
terminations. The regulations spell out clearly that only a Single 
authorization will be issued against any number of determinations as 
to the same property. 

I believe we come out in the same place. 

Mr. Fasceti. Then what you do is, while you are waiting for the 
time period to expire, you must make a decision as to whether the 
determinations which have been issued apply to the same lot of 
property. 

Mr. Rintexs. That is done. 

Mr. Fascetu. In computing that. or consider Ing that in inventory 
and applying it to the criteria, you Paaity add it once and not two, 
three, or four or five or six times ? 

Mr. Drum. The consideration is on a commodity basis and not on 
an application basis. It would only be counted once. 

Mr. Rinters. That is the principal reason— 

Mr. Fascertz. You have a double check when the authorization js 
issued ? 

Mr. Rrnters. That is the principal reason why we insist wpon pre- 
cise identification of the property which is the subject of the applica- 
tion so that we know that we will not be issuing duplicate authoriza- 
tions. 

Mr. Smiru. Then what you really mean in subsection 8 is that if 
authorizations had been issued, instead of determinations, had been 
issued 

Mr. Rintexs. I believe not, Mr. Smith, because the determination is 
with respect to the lot of property. 

Mr. Smiru. Determinations cover all of these? 

Mr. Fasceiy. That is right. 

Mr. Smirn. Not just 

Mr. Rinrers. Let me give you an example. There may be five 
bidders for the same lot of property at a Government sale abroad. 

Mr. Smiru. Do you have a determination for each one of the five! 

Mr. Rinrexs. Each one of the five could get a determination and 
that determination would authorize importation of that specific lot of 
property. That would be valid for a period of 6 months. The sue- 
cessful bidder would come in with proof of ownership and request an 
authorization based upon his proof of ownership. He, and he alone, 
would get the authorization. In effect, the other determinations 
would thereafter lapse. They would be canceled because they woul 
only be valid with respect to that particular piece of property. 

We also have a transfer provision here under which an authoriza- 
tion may be transferred from hand to hand upon submission of proper 
documents, so that we believe no hardship is created. 

Mr. Smirn. Then you are including in that only the determinations 
that are supported by an authorization / 

Mr. Fascetn. No; I think what they are saying there is that, al- 
though the language of the regulation does not specifically state that 
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they will not include in the determination of shortage an inventory 
‘tem by item on all determinations, they will on a lot basis. 

Mr. Smitu. Isthatright? ae 

Mr. Rivets. I believe that is right, Mr. ¢ hairman. Try 

Mr. Fascevt. In other words, if you have five determinations on a 
single item, you would not count all five determinations, but only one 

Mr. Rivtevs. That is right. ; 

Mr. Fascett. Even though the language in subsection 8 does not 

state that, they say this is the policy they are actually following‘ 
Mr. Rivets. It is really asingle determination which can be issued 
to an unlimited number of individuals. The determination runs 
against the property. 
Tami eco “Mr. Rintels, obviously your files are so constructed 
that you can tell how many determinations are set on a particular lot 
of goods at any time because if, let us say, 1 month after you issued 
these five determinations for a certain type of axle in Japan, you got 
a request for determinations for a similar type of axle in England, 
you could tell from your files that you had five determinations for 
that one axle in Japan and there was only one axle involved, is that 
so? It is in that 1 month period, not the 6 months period after you 
got your authorizations ? 

Mr. Rrvvrevs. That is correct, Mr. Henderson. 

Mr. Fascett. In other words, you have to have a specific commodity 
method of checking in order toapply your criteria ? 

Mr. Drumm. Our records, files; and control system, are kept on a 
commodity basis. 

Mr. Fascett. Mr. Brown ? 

Mr. Brown. Mr. Chairman, I want to get back to the specific item 
you mentioned about the application of criteria; to wit, truck axles. 
Mr. Fascery. Go right ahead. 

Mr. Brown. I read this criteria rather carefully and knew some- 
thing about it when the act was originally —— and when this was 
set up. It requires an affirmative finding that it was specifically for 
relief of or otherwise beneficial tothe economy. If this gentleman testi- 
fied correctly before this committee, he has certainly made a good case 
that there is, and has been, a shortage in this particular type of axle 
for the repair of these trucks being sold by the Government and 
through the Government’s agents to the American people. Also, that 
there is a shortage of these particular axles; that they are not being 
manufactured by anybody else, not obtainable elsewhere in the mar- 
ket. He has them here in this country under bond and is not per- 
mitted to sell them in this country regardless of the shortage. Ot. 
tainly, the testimony submitted this morning indicates that exists. 

Tam going to be very, very much interested in seeing—I do not ex- 
pect you to make the decision this morning and, in fact, I do not 
expect to get a decision very rapidly out of any agency of the Gov- 
ernment, for that has been my experience over 40 years of public 
life—but I am going to be very much interested in seeing what is 
decided in view of the testimony and the record that has been sub- 
mitted here. 

That is not said with anv thought or purpose of influencing the 
decision in any way, but if this man has not made a case with his 
testimony and if it is correct testimony—and we have to assume it 
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is—that there is a shortage and that these things are needed, then ] 
just have no capacity to judge a case or know when a case has been 
made. 

Mr. Smiru. Would the gentleman yield / 

Mr. Brown. Yes. 

Mr. Smiru. Would it not be a good thing perhaps to have a show. 
ing here of what criteria they used to make the determinations go far? 

Mr. Brown. That is what I wanted to find out. 

Certainly, when they decide this case, I want to know not only how 
they decide it, but why. If the laws are wrong and if the criteria 
are wrong, then it is time to do something about it. 

Mr. Smiru. Not only for the appeals but for the decision they made 
yesterday or the day before. 

Mr. Brown. I am talking about the particular matter of these axles 
that have been turned down by the Department of Commerce and 
which it now has before the Board of Appeals. Iam anxious to know 
why they turned it down in the Department, and I am anxious to 
know if the Appeals Board turns it down, why they turn it down, 
and what are the criteria they use. Certainly, they used something 
different than what is in the printed word here. They might have 
some good excuse and I am not impugning anybody, their motives 
or their judgment. They might have some good reason or excuse, 
but on the face of it, I think you have to admit that there has been a 
pretty strong case made here that there is a shortage of this par- 
ticular type of axle and that it is needed; that there is none for sale 
in the country; there is demand for them and it will not, in any way, 
interfere with the American manufacturers who no longer make them 
and no longer have them for sale. 

If that is wrong, then we ought to quit selling these trucks. We 
ought not to let people buy these trucks that may break down because 
of use in Army service, and then will be useless because they cannot 
get repair parts. Yet, the repair parts are available. There is some- 
thing wrong somewhere. I do not know just where, but I want to 
ferret it out and I want to know. I think the committee should know, 

Mr. Fascetx. Mr. Brown, the gentleman who made the decision is 
right at the end of the table and he is anxious to speak. 

Mr. Brown. Well, let him speak. 

Mr. Fascetxi. Dr. Bennett ? 

Mr. Brown. I believe in freedom of speech and press. 

Mr. Bennett. Mr. Chairman and Mr. Brown, I believe you recall 
Mr. Ellis’ testimony was that he has developed additional informa- 
tion since the decision of the FEPO. 

At the time the FEPO made the decision adverse to Mr. Ellis’ 
application, all of the information that has been presented here this 
morning was not available to him. Maybe the information that he 
had was incorrect. He based his decision on the absence of shorta 
at the time he made the decision and subsequent to that time the 
applicant has developed additional information which has been sub- 
mitted, I believe, to the Appeals Board. The Appeals Board has this 
additional information under consideration. A decision has not yet 
been made on the basis of the additional information that has been 
submitted by the applicant. 
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Mr. Brown. Seemingly, from his testimony, if I recall it correctly, 
ou rejected this on the basis that there were a lot of these available. 
How do you know there were? a] 

Mr. Bennett. We had information from our industry specialists, 
as 1 indicated, and as Mr. Ellis said, and there were 200 of these axles 
available at the Memphis Equipment Co.; Rockwell Standard manu- 
factured them and stood ready to supply any user. If the user was 
unable to obtain delivery, we had the name and address of a particu- 
lar official in Rockwell Standard to whom the user should write— 
which Mr. Ellis subsequently did, and found out that Rockwell 
Standard will not supply the axles, according to his testimony. — 

Mr. Brown. Did you check with this official of Rockwell to find 
out if that was correct ? ' ; 

Mr. Bennett. We had a signed letter in our files. 

Mr. Brown. Then another signed letter to the industry ? 

Mr. Bennett. Since then. 

Mr. Brown. How much time lag was there? ae 

Mr. Bennett. The letter that we had in our files which influenced 
our decision was sometime last fall, subsequent to the 2-day hear- 
ings conducted by the Appeals Board, I believe; sometime in July 
or August. 

Mr. Ex.is. Last August. 

Mr. Bennett. I presume that this letter to which I referred was 
generated by that hearing before the Appeals Board. It was prob- 
ably dated last October. 

Mr. Brown. When was your letter, Mr. Ellis? 

Mr. Exuis. I got a letter in May. We worked 3 or 4 months try- 
ing to get such a letter and finally gotone. 

Mr. Brown. Has any study or investigation been made as to 
whether or not there actually were or were not supplies avail- 
able? 

Mr. Exuis. I think they only took Mr. Parker's word. 

Mr, Bennett. The industry specialist in—— 

Mr. Brown. In your Department ? 

Mr. Bennett. Yes, sir. 

Mr. Brown. Who is he? Let us explore this a little further. 
Is he an industrial adviser who comes from industry? If so, that 
may be of interest. 

Mr. Bennett. He is a career employee in the Department of Com- 
merce and he has a staff of career employees. 

Mr. Brown. He is not one of these industrial specialists that we 
bring down here for 3, 4, or 5 months? 

Mr. Bennett. No, sir. 

Mr. Brown. By the time he finds out where the toilet is, he is out 
of office ? 

Mr. Bennert. No, sir; he is a full-time employee. 

Mr. Brown. That is all. 

_ Mr. Smrrn. The Department of Commerce is supposed to be an 
impartial body, supposed to serve the public and to treat both industry 
and importer alike. It seems to me that the industry letter is taken 
tobe true unless the applicant comes forth and proves it is wrong. In 
other words, you are putting the burden of proof on one party instead 
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of being the impartial party that determines the facts. Is that corpeg 
under this procedure ? 

Mr. Drumm. I do not think that is so, Mr. Smith. We now have 
before us some other information that has been adduced and pro- 
duced by Mr. Ellis and this will be taken into consideration by the 
Department i in making the final decision on this case. 

Mr. Smirn. In each one of these cases, do you put the burden of 
proof on the applicant to prove that whatever material you have jp 
your files is wrong ? 

Mr. Drumm. No, we do not. We give him an opportunity to do 
this if he wishes to, but in most cases, most of the applications are 
filed and there is very little information filed by the applicant him. 
self. We have our industry specialists make the surveys and report 
to us and we, in turn, make our decision. 

Mr. Smrrn. Is the applicant in each case at least given the op. 
portunity to know what information you have in your files on which 
you base your decision ‘ 

Mr. Bennetr. When a case is appealed to the Appeals Board the 
Foreign Excess Property Officer, or his counsel, submits a brief or 
presentation to the Appeals Board indicating the basis of the de- 
cision. A copy of this is furnished to the appellant. 

Mr. Smiru. Prior to the appeal and determining whether or not 
he wants to appeal, does he have an opportunity to see what the basis 
is of your decision ¢ 

Mr. Bennett. He does not have access to our files. 

Mr. Smiru. Then he does not know whether or not to undertake the 
burden that you are throwing upon him because he cannot tell what 
information he is going to have to overcome, does he? 

Mr. Drumm. The advice we would normally give him would be 
that the application for importation has been denied on the basis that 
we found no shortage or that the importation would not be beneficial 
to the national economy. 

Mr. Smirn. He would not know what information you had? 

Mr. Drumm. What the backup facts were; no. 

Mr. Kampeiman. Mr. Chairman, may I comment a minute on that! 
I might clarify the question Mr. Smith asked. 

Mr. Fasceiy. Yes. 

Mr. Kamretman. I have before me a publication from the Depart- 
ment of Commerce describing the service of the BDSA which points 
out that the BDSA has a specialized staff comprised of 25 industry 
divisions representing every major industry. It goes on to say that 
the BDSA maintains contact with industry. But the surplus industry 
is not represented on the BDSA. Our competition, of course, those 
who are opposing us, are represented on the BDSA, and one of the 
points I will make in my testimony is that we would like to be repre- 
sented on the BDSA so we know what is happening and so we can 
express our views, as well as sharing in the decision making. 

Mr. Rinters. I might point out that the BDSA Industry Division 
is organized on a product basis, material and product basis. The 
industry which Mr. Kampelman represents, of course, cuts across all 
products. It would be impossible to identify it with a single industry 
division for that reason, but nevertheless the BDSA is just as inter- 
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ested in the problems of this industry, if it is properly definable as 
an industry, as it is in any other industry. ‘ 

Mr. Kampelman’s clients are as representative as are the retail trades 
any other group which cuts across all product lines. 

Mr. Smiru. Are the retail stores, or retail industry, on this Board? 
Mr. Rintets. BDSA has an office of distribution which does repre- 
sent the distributive trades; yes. ; 

I would like to submit for the record a copy of the Foreign Excess 
Property Form No. 9, which is an internal BDSA form used in each 
case every time an application is received after preliminary docketing 
within the Office of the Foreign Excess Property Officer. The appli- 
cation content is referred to the appropriate indust ry division having 
jurisdiction of the type of property which is the subject of the appli- 
cation and a study is made by the Industry Division on this form which 
is anonymous in terms of identification of the applicant. 

A report on that form is made back to the Foreign Excess Property 
Officer and this is largely, but not necessarily exclusively, a basis of 
his decision on that case. 

Mr. Fasceii. Without objection, the form referred to will be made 
apart of the record. ass 

Mr. Fascery. You say that this is the form that comes from the 
industry adviser to the property officer ? 

Mr. Rintets. Yes, sir. 

Mr. Fasceiy. It hasthe industry adviser’s findings and recommenda- 
tions as to the criteria laid down in your operating instructions ? 

Mr. Rintexs. Yes. 

Mr. Fasceti. You say that this is fundamental determination upon 
which the property officer relies, but. it may not be necessarily ex- 
clusive ¢ 

Mr. Rinters. That is right. 

Mr. Fascetu. Particularly with reference to the determination of 
supply—that is, shortage under the criteria—what other factors, if 
any, Dr. Bennett, would you apply than those which are supplied 
to you by your industry adviser ? 

Mr. Bennerr. On the application that the applicant uses in apply- 
ing for an FEP determination or authorization, there is a section 
wherein he is asked to submit information about the domestic shortage 
of property or other benefit to the economy that would accrue from 
importation. This information will be taken into account. There 
are 25 different groups of industry specialists in the Business and De- 
fense Services Administration. I cite that figure merely to indicate 
that the foreign excess property officer cannot be proficient in all 
of those 25 fields. 

The judgment of the foreign excess property officer is brought to 
bear against what is submitted on the form 9 by the industry specialist. 
If it is considered to be weak, inconclusive, internally inconsistent, the 
foreign excess property fornr goes back to the distribution specialist 
and he insists upon further development as a basis for his determina- 
tion. 

I think that it would be most inappropriate for me to suggest that 
Thave the capability, the knowledge, to cover all of these fields. Gen- 
eralized knowledge, yes, but specific knowledge, no. 

(The form referred to follows :) 


or 








118 


IMPORTATION OF FOREIGN 


EXCESS PROPERTY 






U.S. DEPARTMENT OF COMMERCE 
BUSINESS ANO OCEFENSE SERVICES ADMINISTRATION 


FOREIGN EXCESS PROPERTY 
RECOMMENDATION FOR FEP IMPORT DETERMINATION 


Application No. 
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Deadline for return of completed form to FRO 













INSTRUCTIONS: This form is to be used in making an analysis 
and recommendation as to whether or not the importation of the 
foreign excess property described in Part | of this Form would or 
would sot relieve a domestic shortage or otherwise be beneficial 
to the economy of this country. The criteria and priaciples set 


one (1) copy to the Foreign Excess Property Officer and retaia 
a copy for your file. ALL QUESTIONS MUST BE ANSWERED, 


If any required information is not applicable to 


thi 
forth in Foreign Excess Property Order No. 1 must be applied as mendation, the words “not applicable” must be theanal atk 
the basis of this recommendation. appropriate space. If more space is required in answering « 
of the following questions attach additional page and ident 
Complete this form in triplicate (3) and returo the original and by Item number 
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Port | - DESCRIPTION OF PROPERTY REQUESTED FOR IMPORTATION 

















Port 1! - BACKGROUND INFORMATION (To be supplied by FEPO) 


Port Ill - SOURCES OF INFORMATION which should be consulted in answering Ports lV, V, and VI. Check (x) sources used 
A. Productior, ane oF) BES pee ae ea et ee, tite hee ce 
Shipment, and | ‘ 
Capocity Dato 


1954 Census of Manufactures (Bureau of the Census Publication) 
| Annual Survey of Manufactures (Bureau of the Census Publication) 
Facts of Industry (Bureau of the Census Publication) 


Special BDSA Surveys on Production, Shipments, and Capacity, such as Survival! Icem Surveys 
Special Trade Association and other private organization releases 
Other (Specify) 


1954 Census of Business, Wholesale and Retail (Bureau of the Census Publication) 
Inventory Doto ; 


Monthly Wholesale Trade Report: Sales and Inventories - BE-3 

C. Foreign [|] Report No. FT-410- U.S. Exports of Domestic and Foreign Merchandise (Bureau of the Census Publicatioa) 
[_] Report No. FT-110 - Imports by Commodity (Bureau of the Census Publication) 

BD. Major }] Economic Indicators (Council of Economic Advisors) 

Federal Gov- [__] Survey of Current Business ~- Monthly (Office of Business Economics Publication) 
} Federal Reserve Bulletin - Monthly (Federal Reserve Board Publication) 
estiens [__] Monthly Labor Review (Bureau of Labor Statistics Publication) 
Statistical Abstract of the United States (Bureau of the Census Publication) 
County Besiness Patrerns (Bureau of the Census Publication) 


| Business Statistics (Office of Business Economics Publication) 
Federal Tariff Commission 


ernment Stot- 
istical Publi- 





[_} Securities and Exchange Commission 


Oates as TT 





Port IV - BASIC INFORMATION AND DATA CONCERNING THE KIND(S) OF PROPERTY DESCRIBED IN PART I. 


1. Domestic Production “72. Capacity . Producers Shipments . Inventories 





5. Escope Clouse Action (if any) (Note: If the property involved is the subject of an Escape Clause Action at t 
Commission, identify/cite such action and do not answer Part V. 
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Por V - OPERATING CRITERIA. (Note: In considering the ane criteria to be applied in arriving at your recommendation, conor 
ideration should be given to the fact that potential shortages and indirect benefits will not be regarded as satisfying the statur 
si criteria. The price at which foreign excess property is acquired, or the price at which it can be sold in the domestic market’. 
ot oe be considered as an adequate benefit to the economy to justify importation, aor will the possibility of domestic sale of 
oa property at abnormally low prices be regarded as evidence of domestic shortage.) © 















1, Are comporeble alternative commodities or property available domestically? 


If answer is “yes,” indicate what they are. 





2. ls shortage on o nationol bosis?.......... Cone eedesereswcecerssccoerarescnscecdoccacseseceese { 








Explain: 

1. Mt you find o Mieioate shortage now exists, is it 
Temporory? [| Yes ] No If temporary, when will situotion be allevioted? _ ee 
Seasonal? (_] Yes [_]No 

4, Is lead time @ pertinent foctor in domestic production which contributes to or " 
creates @ shortoge?....... bad ata c ddatdvacacehe ss owedeme cedeenhooteseeetesceuadsul ersdcemutéer (_] Yes 
Explain: 









‘as been on historical importation of this type of property, hos the current ond short-term 

future supply been exomined independently, as well as the probability of continuation of the normal 
flow of imports? 2... ccc ee eee e cence eeeenees 04060 cccmwessncntocous dumte ssa deoeceb en [_} Yes 
Explain: 





Ih Have the foctors of lead time, quontities availoble, and customer convenience been considered in 














determining existence of a shortage of custom made products? ... 2... 6c ccc cece eceeeneneeuccucncce [_] Yes 
Explain: 
nhc a 
7, Ifo unique item is involved, would its importotion be beneficiol te the ecomomy? .............06.000 [_} Yes [_} No 
Explain: — 
—— -— —— as ese : oad ie se ‘ 
6, Hos the need for substontiol expenditures of labor, moterials, ports, storoge, transportation, 
etc., been taken into consideration in determining o benefit to the economy if importation of 
ee i a ST no kes naardtasesacethaddsdasepaevecessetceeenaee eves «++ (_] Yes [ ]No 
| Explain: 7 ; 
a ane an vilereunatinmelites _ salinntinaea onl niente 
9. On the besis of your onswers to the above questions, would the importation of this property 1 
specificelly relieve o domestic shortage or otherwise be benefical to the economy of this country?..... [ ] Yes [_] No 
| Pert Vi - RECOMMENDATION AND JUSTIFICATION 
| } 
| 
| 
SUN TRDEY-77Feneer ene t - a 
Preparing Official TDate Approved (Director, Division) [Date 


| | 
i ne oe 


Por Vil. DETERMINATION: | hereby determine that importation of the foreign Foreign Exc ess Property Officer 
excess property described in Part | 


Date 
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The best that I can do is to check these things on the basis of what 
knowledge I do have, which obviously has to be limited compared with 
the vast range of information that should be brought to bear in such 

cases. 

Mr. Fasce.y. Dr. Bennett, the fact that a determination is made by 
the industry adviser and is also made by you that no domestic 
shortage actually exists, is that a factor in the determination that the 
importation of the item could not benefit the economy ? 

Mr. Bennett. In sending these applications or the information 
about applications to the indus try divisions, we expect them to de- 
velop information on shortage or supply conditions and also upon the 
other benefit criteria set forth 3 in the law. We get from the industry 
division a recommendation. It is not a determination. The deter- 
mination is made by the foreign excess property officer 

Mr. Fascety. The advice coming to you, for ex: umple, from your 
industry adviser is as to the two major criteria of the law; is it not! 

Mr. Bennett. Yes,’sir. 

Mr. Fascetn. In other words, he advises you as to his findings on 
domestic supply and he also advises you as to what other benefits to 
the economy might be involved; is that correct ¢ 

Mr. Bennett. Yes, sir. 

Mr. Fasceti. Under your oper rating criteria, do you exclude mere 
commerce in the m: ket pl: ice? In other words, this is not a factor 
in determining economic benefits, as I understand it: is that correct? 

Mr. Bennerr. That is correct. 

Mr. Fasceti. Therefore, your industry adviser, if he makes any rec- 
ommendation to you pursuant to your own oper: ating criteria, must 
advise you that the added supply of goods and materials would be 
beneficial to the economy or, in some way, create an impact on the 
economy as a result of the imports; is that correct ? 

Mr. Bennerr. The impact upon the economy, as such is not an ele- 
ment. It is not a determinant. The law is drawn in terms of short- 
age rather than impact. 

Mr. Fascetx. I do not know about that. 

Mr. Bennett. Impact might be an element in other benefit because 
the other benefit must be of a net nature. If there is an adverse im- 
pact under the regulation there must be enough other benefit to more 
than offset the adverse impact. 

The regulation is drawn, for there to be an affirmative determina- 
tion, a favorable determination, there must be a net benefit to the 
economy. 

Mr. Fascexu. In effect, what you are telling me is that you apply 
these criteria jointly. 

Mr. Bennett. Well, if there can be a favorable decision on the basis 
of shortage, the property could enter, I believe. That is the under- 
standing and the basis of my decisions. If there could be a favorable 
determination on the basis of other benefit the property could enter. 
[t isalternative rather than sequential. 

Mr. Fasceiyi. Yes, but that does not reconcile your previous state- 
ment, which said there had to be a net economic benefit. 

Mr. Bennetr. If the decision is on the basis of other benefit, the 
benefit must be net. 

Mr. Fasceiyi. In other words, you are saying that if you have no 
domestic shortage, but an item would be allowable because of the 
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otherwise beneficial effect to the economy of this country, that the 
determination on that criteria, that is, otherwise beneficial, would 
have to be great enough to offset any disadvantage or adverse deter- 
mination that would be made as a result of determining the short- 
age of supply, ifany! | 

Mr. Bennett. Yes, sir. . si 

Mr. Fasceuy. I know that is not laid out in the law. Is it laid out 
inyourregulationssomeplace? = 

Dr. Bennett. The basis of it is laid out in the law. The law sets 
forth alternative criteria. : | 

Mr. Fasceiu. It does not say “and,” it says “or.” 

Dr. Bennett. Relieve a domestic shortage or result in another 
benefit to the economy of the United States. 

Mr. Fascetu. I understand that. It does not say you shall deter- 
mine the net effects of the benefits in the law, either. It might say 
that in the regulation. 

Dr. Bennett. It does say it in the regulation. 

Mr. Fascetz. I do not quarrel with the regulation. I am looking 
at the law. It does not say you must consider them jointly. I am 
not passing judgment on the correctness of considering them jointly 
or the correctness of making a net determination. I am not sure I 
would want to do that right now. It might even be a legal matter. 
Ido not know. What I am really trying to find out is exactly how 
you operate. That is all. I think you have told me that. 

* Goahead, Mr. Rintels. 

Mr. Rintets. May I invite the chairman’s attention to subsection 
13 of section 401.4(c), which is at the bottom of the first column on 
page 2% 

Mr. Fascet (reading) : 

Every importation presumably confers some benefit upon some segment of 
the economy ; otherwise it would not be applied for. 

This is a presumption which every applicant starts with, I take it. 
[Reading : | 

This is obviously not the benefit intended by the statute. 

Mr. Kampretman. This is one of the things we take issue with, Mr. 
Chairman. 

Mr. Fasceti. I understand, especially the word “obviously.” 


[Reading : } 


For the purposes of the law, the benefit to the economy resulting from an 
importation must outweigh the detriment. This is the criteria that the property 
officer has just referred to. 

Arethere any other questions ? 

Mr. KamreitMan. To fill the record 

Mr. Fasceix. It is pretty full but go ahead. 

Mr. Kampreiman. With respect to Mr. Ellis’ particular application 
and in spite of what has been said, I have a letter here dated June 23 
toMr. Ellis. Reference is made to his application : 

(The letter referred to is as follows :) 





The additional information submitted by you has been carefully considered 
along with data made available by BSDA industry specialists. It has again 
been concluded that importation of this property would not relieve domestic 
shortages or otherwise be beneficial——. 
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Mr. Fasceti. Who signed that? 

Mr. Kamretman. George C. Lovell, Acting Deputy Foreign Excagg 
Property Officer. 

Mr. Fasceti. Obviously Dr. Bennett did not know about this when 
he testified. 

Mr. KamrzLMaAn. Obviously. As far as we are concerned we have 
the utmost confidence in the integrity and ability of Dr. Bennett. 
He has been cooperative. I would like this letter to be made part 
of the record. 

Mr. Fascetx. It will be made part of the record without objection 

(The letter referred to is as follows :) 

U.S. DEPARTMENT OF COMMERCE, - 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 


Washington, D.C., June 23, 1959. 
Case No. 10,109-1. 


The ExLuis Co., 
Gardena, Calif. 


GENTLEMEN: Reference is made to the FEPF-1 forms, dated May 19, 1959, 
submitted to this office. This has been accepted as a request for reconsideration 
case No. 10,109-1. 

The original request for an import determination was disapproved April 30. 
1959. 

The additional information submitted by you has been carefully considered 
along with data made available by BDSA industry specialists. It has again 
been concluded that importation of this property would not relieve domestic 
shortages or otherwise be beneficial to the economy of this country under the 
criteria of Foreign Excess Property Order No. 1, revised. 

Accordingly this Office cannot justify reversal of the original disapproval for 
an import determination dated April 30, 1959. 

Sincerely yours, 
GeorceE O. Lovett, 
Acting Deputy Foreign Excess Property Officer. 

Mr. Fasceix. I did not mean to speak for you, Mr. Bennett. 

Mr. Bennett. Mr. Chairman, I am on leave this week. I am not 
familiar with that letter. 

Mr. Fasce.zt. We are correct, are we not, that you were not aware 
of the reconsideration request at the time you had previously made 
comment with respect to the Ellis case ? 

Mr. Bennett. That is right, sir. 

Mr. Smiru. Is the transportation shipping industry on this Board! 
Do they have a representative on the Board ? 

Mr. Rinrexs. The industry divisions of BDSA include an Auto- 
motive and Transportation Division. 

Mr. Smirn. I mean the shipping and transportation industry. They 
are not on the Board ? 

Mr. Rrytets. Mr. Smith, may I ask which Board? 

Mr. Smiru. BDSA. 

Mr. Rrintets. It isn’t an advisory board as such. We have % 
industry divisions. They do not constitute a board. We have an 
Appeals Board of the Department of Commerce which consists of 
three representatives of the Office of the Secretary, none of whom 1s 
identified with BDSA or with any of the functions over which it 
exercises appellate jurisdiction. 

Mr. Sairn. Then in connection with this, that answers that ques- 
tion, but in determining the net effect upon the economy, Doctor, do 
you consider in this the effect upon the shipping and transportation 
industry ¢ 
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Dr. Bennett. Applicants have presented to us information under- 
taken to establish a net benefit to the economy which has cited ocean 
transportation, inland transportation, insurance, wharfage, dockage 
fees, loading, that sort of thing. 

Mr. Surru. So you do consider it, then ? ; 

Dr. Bennett. Yes, sir. We undertake to take into consideration 
every element that would have a bearing upon the well-being of the 
or. § ees. It just sort of struck me offhand that there might be 
some items where shipping would be 50 percent of the cost by the 
timethey arrived here. — 

Dr. Bennett. It might be. I think most of these dealers are 
pretty alert to the fact that the possible margin could very well be 
eaten up in transportation charges. I think that might not be the 
case, but those elements are taken into consideration. 

Mr. Exits. Mr. Chairman, I would like to ask one question. 

Mr. Fascett. Of whom? 

Mr. Exxis. Of everybody concerned, I think. 

Mr. Fascetz. This is a rhetorical question so you may put it in 
the record, since I am not going to answer it. Go ahead. 

Mr. Exxis. Assuming that the letter from GMC is correct, we must 

on the assumption that they do not manufacture this axle and never 
i except for the Armed Forces. You have to go on that assump- 
tion. How could it do anything but benefit the economy of the United 
States if I want to import 5,000 of these axles? The money goes to 
the Government. We have to ship them. They reap a benefit. We 
have to truck them to our yard. We process them. We ship them 
out again. 

Let us assume we make a mistake and we buy too many. I say it 
still benefits the economy of the United States. We have not af- 
fected anybody else’s production. All we have done is spend money 
tothe U.S. concerns. Not only that, if we had 5,000 axles, we would 
probably hire 50 more men to reprocess them. How could it affect 
in any other way but help the economy of the United States? Let 
us assume we want to bring in 10,000 such axles. Nobody makes this 
axle, That is what we argue, the fact that there are 200 in Dallas, 
Tex., should not mean that there is an overabundance of these axles. 

Mr. Fascent. I think you make a valid argument and you ask a good 
question. I would not presume to answer it. I have not read all 
the operating instructions and am not familiar with procedure in the 
a ly but I would guess somewhere along the line the mere 
making of money is not a criteria of benefit. 

Mr. Exxis. I do not refer tomaking money. 

Mr. Fasceiz. In other words, it must be presumed that to benefit 
the economy one or more people have made money in the transaction. 

Mr. Smiru. In speaking of benefits to the committee, it might bene- 
fit the committee if we could have this case filed or at least the part 
of the material, the letter to the axle company and the letter back in 
which they stated they could make the axle. 

Mr. Fascett, Which series of letters are you talking about from 
the same company ? 


Mr.Smirn. The one Dr. Bennett was talking about. 


4497459 —__9 
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Mr. Fasceuu. I think it probably would be helpful, Mr. Smith, fo, 
us to analyze the procedures involved because frankly the thing ‘that 
struck me was just what is the basis of the information upon whic) 
a determination of this character is made. 

Mr. Smiru. What kind of letters are mailed to these people? 

Mr. Fascetz. Yes. I mean an applicant has more or less got his 
name on the line so to speak, and he is probably subject to all kinds 
of inquiry, but I do not know about the person who is voluntari] 
supplying information to the Department in cooperating with tha 
industry advisory groups. I do not know about them. They mag 
be acting in good faith also. But I am wondering about the depth 
and intensity of any inquiry made of them. 

Thank you, Mr. Ellis. 

Mr. Exuis. Thank you. I think you gentlemen will agree that the 
new amendment that was made after your last hearing makes it pretty 
difficult to get a license. 

Mr. Fascetu. I am not sure that the hearings had anything to do 
with the amendment at all. 

Mr. Exuis. Thank you. 

Mr. Gatiacuer. I am John Gallagher, with Rockwell Standard. 
We believe that Mr. Parker’s testimony was the truth and we would 
like an opportunity to file papers to so show. 

Mr. Fascetu. Absolutely, sir. We will be very happy to have 
you do so at your early convenience. 

Mr. Kampelman, we will hear from Congressman Joseph E. Casey. 

Mr. Kamprtman. It is my understanding Mr. Casey wants to 
testify now. 


STATEMENT OF JOSEPH E. CASEY, ATTORNEY, WASHINGTON, D.C, 
REPRESENTING THE GRAHAM BROS., LOS ANGELES, CALIF. 


Mr. Casry. The Congressman is out. I did serve 8 years in Con- 
duey I have been out for years and years. I guess there is nobody 

ere old enough to have served with me. 

I am glad to have this opportunity at this time to insert my testimony 
because I think it is very germane, very pertinent to the discussion 
now underway. 

I represent a contractor who is not engaged in importing goods. 
The name of the firm is the Graham Bros. Contractors, of Los Angeles, 
Calif. They are currently engaged as prime contractors in bileting 
the rock foundation for big piers at Long Beach, Calif. These piers 
are going to accommodate supertankers that will bring oil in from 
Texas and Venezuela in great amounts, in faster time, and at much 
cheaper rates. The cheapest way to bring oil into anyplace is not by 
Pipe, not by rail, but by tanker. 

t may come as a surprise that California does not raise all the 
oil that is needed, but that is the situation. It produces scarcely half 
as much as it needs. These piers will service these gigantic super- 
tankers. They will service these great tankers that will, as soon as the 
piers are finished, come in and supply the lifeblood of trade for Los 
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So Graham Bros. as prime contractors are anxious to get these 
jers ready as soon as possible in order to accommodate these tankers. 
They knew that there had been manufactured at some time about 
50-odd huge rock crushers and they scoured the country to find one 
of them. They couldn’t find it. The Commerce Committee cannot 
find one that is for sale that is available. In the United States or in 
the U.S. Territory there is not one currently available, but over in 
Okinawa there is one, 150-ton 42-inch crusher that was of such great 
size because it was necessary for the Government to create airports 
and airstrips quickly. 

It is now of no more use to the Government, so Mr. Paul Graham, 
Granham Bros., wants to bring that rock crusher into this country. 

Now I can see a great many things that are pretty strict about 
these criteria that are used here, but I want to talk about the appli- 
cation of the criteria by the Federal Excess Property Officer on the 
basis of a shortage, first. : 

There is not a single one of these crushers currently for sale in the 
United States or in the Territories of the United States available to 
the Graham Bros. They have scoured the country. There is one in 
Okinawa. yee | 

Now it may be, with this “shut out everything” embargo attitude, 
that this office seems to be applying to these already harsh criteria, 
that they will say, “but somewhere, someplace in the country you can 
get one specially made.” I think you can get anything specially 
made. You can get anything custom made but he wants it now, and 
he can get it now. It takes about 4 or 5 weeks to bring it over from 
Okinawa, and this pier will be finished about 5 months earlier and so 
the people of southern California will have piers accommodating 
tankers for a period of 5 months sooner if this crusher is brought in. 

I address myself to Dr. Bennett and hope that he will answer this 
in some way as to why a shortage does not exist in view of the fact 
that we cannot get any now. Of course, we can pay a prohibitive 
price and have one specially made and have it transported and get it 
about 8 months from now but we can get the one from Okinawa now 
and bring it over here in 5 weeks, set it up and it will save 5 to 6 
months’ time on the completion of these piers, and confer a benefit 
upon that vast district in southern California. 

It will get them gasoline cheaper, get them fuel to heat their 
houses and have the industries of that area operating with motive 

wer. 
In my innocence I assumed that this was a plain case. I couldn’t 
find out why. I thought it was in the alternative but I thought we 
complied with both of these conditions until I talked to Dr. Bennett, 
who has his problems. I think he is a wonderful, fair, and fine chap, 
but I think he has his problems. He said it was a sticky case. I 
Semered by that that it gave them some trouble, and if you give this 

oard some trouble, you must have a case full of virtue. It was re- 
ferred up and down to the Board but after it was referred up and 
down to the Board it did not comply as a miracle case such as the one 
exception the Board has made since January granting one applica- 
tion—I do not know whether that was a museum piece, that one that 
was ted, but they have granted one since January and it could 
have been a museum piece and if it is not, I would be very much inter- 
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ested because I will bet it is a rare object that could only be found 
in the Himalayas. I am pleading for a sensible application of ay 
already harsh criteria. They say it can be custom made. Well, Allis. 
Chalmers made these. It made about 50 of them. 

They are all in use. They are in short supply. You cannot get 
any more. There is not a used one available. Allis-Chalmers says 
“We don’t object” because Allis-Chalmers has a sense of economy, 
a sense of what the benefit to the economy is and they say “Go ahead. 
We don’t object.” 

That letter is on file. “Bring it in,” they say. “We can make one 
for $150,000 without the motor or movable parts or spare parts, but 
it will take us 5 or 6 months to make it. Then it will have to be trans. 
ported out there.” 

Of course, Allis-Chalmers had a strike; they have a lot of goods 
to make, but, in any event, Allis-Chalmers, who should be the ones 
most concerned, have no objection to the importation of this rock 
crusher. This is one item, not goods that are guing to flood the 
country, as some people assume. 

I was interested to find out why this decision was adverse. Sure, 
I made an appeal, but I came across something that I think makes 
everything we are doing here a lot of shadowboxing, talk about all 
these criteria, and the very able attorney, Mr. Rintels, and he is very 
able, and I think he represents the Department with great skill and 
ability and honesty, but I think we are shadowboxing, because before 
January there was more liberality in giving out these licenses. The 
Federal Excess Property Office got unshirted hell from some Con- 
gressman, not the Congressmen here, but one on the Government 
Operations Committee, and the Congressman felt the country was 
being flooded with goods that were in competition with the American 
manufacturer. 

I think now what you have got is a rather reverse attitude down 
there, saying, “Well, we get this castigation,” not by the subcommittee, 
but by some members on the committee who were acting in good faith, 
but not armed with information as you gentlemen who sit on the hear- 
ings are armed, but under the one mistaken notion that the Board 
down there, the Federal Excess Property Office, was just throwing the 
country wide open to a great flood of goods. 

Now I think that the reaction has swung completely the other way, 
and they have said, “We won’t let anything in.” It is not peevish, 
it is not pouting, but you do get among a great many people, and I 
can understand it, the feeling that you don’t get into trouble if you 
say no. After you have been criticized, the result is an atmosphere 
of some apprehension. Criticism has resulted in the criteria that is 
harsh and strict and, in addition, we have an interpretation that 
virtually embargoes all excess property. 

I say that it is shadowboxing because you might as well shut down 
the store. What is the use of talking about criteria, what is the use 
of having employees in this office as long as the attitude exists of 
interpreting so narrowly this already strict criteria, which maybe they 
object to. Maybe they don’t like the criteria. Maybe they made it 
so strict to show the Congressmen how unfair the previous criticisms 
have been. That may be it, but I, for the life of me, cannot see, having 
been a lawyer for some time, and I have a pretty fair reputation asa 
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country lawyer and a city lawyer, how—reading their criteria—how 
under that criteria this case of Graham Bros., the contractors, who 
have scoured the country and cannot find available a rock crusher of 
this type, why this case does not show a shortage. What have you 
got to do to show a shortage? I cannot see why, if it is in the alter- 
native that it does not show a tremendous benefit. How is the law 
interpreted to benefit the economy ¢ 

Must it benefit every State in the country? Must it benefit every 
segment of the economy ¢ _ Must it benefit every person in the country 
or is just benefiting 8 million people and the southern district of Cali- 
fornia and the industries and the people who use gasoline sufficient ? 
If not, what is, and I am happy to be able to testify on this case right 
here and now because I think this case is very pertinent and elo- 
quently sums up the great difficulty of bringing anything into the 
country under the current law. 

Mr. Fascetzi. Thank you, Mr. Casey. I am glad you got the record 
straight in one respect and that is with regard to the feelings of this 
subcommittee on the hearings last year. Isat in on that committee. I 
was interested in the question of operations within the Department, 
and procedures that were followed. I certainly, as far as I am con- 
cerned, laid no ax to anybody about changing the criteria to make it 
harsh or loose. I think it needs to be reasonable. 

Mr. Casrey. That is right. 

Mr. Fascetx. I think you are wise in pointing out the fact that in 
all Government we deal with human beings and therefore we have our 
problems. 

Mr. Casey. That is right. I have a great deal of sympathy in this 
situation, too, because I do not think the fault is entirely with the 
Federal Excess Property Office but I think there ought to be a little 
more bravery, a little more independence of judgment and a little more 
liberality of thought and less burden of proof, et cetera. We comply 
with it and still cannot get by. 

Mr. Fasceix. It is obvious you could apply criteria to this law 
which would exclude everything. Nothing would be admitted. Iam 
not sure that is the purpose of the law. 

Is there any comment from the Department with respect to this 
matter ? 

Mr. Rivets. The only comment which I am prepared to make, Mr. 
Chairman, is that this case concerning which Mr. Casey has testified 
is a case which is presently under consideration before the Appeals 
Board and I feel that under those circumstances it would be inappro- 
priate for me to attempt to litigate it in this forum. 

Mr. Smiru. Why was it originally turned down, though? On what 
basis was it turned down ? 

Mr. Rivers. I have not personally analyzed this case or had it 
referred tome, Mr. Smith. 

Mr. Smiru. Does Dr. Bennett know ? 

Mr. Rivets. If Dr. Bennett is prepared to make a statement on 
that, he is here. My preference would be, subject to the ruling of the 
chairman, not to get into the details of cases which have not been 
administratively adjudicated within the Department. 

Mr. Smiru. The reasons were set forth in the determination any- 
way. It must bea matter of record. 
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Mr. Rintexts. That much is clearly a matter of record. 

Mr. Fascetu. That is all we are talking about. 

Dr. Bennett. In this case, sir, the question on shortage first, and 
I am speaking from memory. I do not have the files with me. 

Mr. Fascetz. Certainly. 

Dr. Bennett. This kind of equipment is not equipment that can be 
purchased off the shelf. It normally is built to order. The appli- 
cant indicated that to get delivery of equipment from domestic sources 
would take substantially 5 months. 

The investigation by the industry specialist in the Business ang 
Defense Services Administration indicated that normal lead time for 
this type of equipment would be 9 to 12 months. The criteria set 
forth in the order in section 401.4(c) (5) indicates—and this is my 
interpretation of it—that the fact of custom production or the neces. 
sity for custom production does not necessarily indicate a shortage but 
that if the normal lead time—if the lead time would be greater than 
normal, it would indicate a shortage. 

Our industry specialist indicated lead time should be 9 to 12 months 
on this kind of property. The applicant indicated he could get it in 
5 months. 

If the applicant had reported it was going to take him 18 months 
to get: it under the criteria it would have been easy to find shortage, 
With the facts of this case it was an indication to the FEPO thers 
was no shortage. 

On other benefit, there was a lot of telephone conversation on this 
before and after the decision of the FEPO and I am not quite sure 
what I am reflecting now, whether it is in the file or not. 

Shortly before this application was made, there had been imposed 
quotas on the importation of petroleum into the United States, which 
puts in question the benefit to be derived from importations of 
petroleum. 

Mr. Smrru. You mean then you go not only to the immediate matter 
involved, but also to the ultimate objective that might be accom- 
plished by the importation of this product ? 

Dr. Bennett. I think we have to do that, sir. 

Mr. Smirn. In other words, with these truck axles, do you also 
consider what the trucks might be used for? 

Dr. Bennett. I am missing the parallel. 

Mr. Smrru. The parallel is that in this case should the rock crushers 
be used to build a pier that eventually tankers will be brought into and 
in the other case the axles are put into trucks. It seems a perfect 
parallel. 

Dr. Bennett. The justification for bringing in the rock crusher 
was that aggregate was required for construction of the pier. That 
was in the application. 

Mr. Smrru. Then do you go further to see what the pier is going 
to be used for? 

Dr. Bennetr. That was made part of the application in this in- 
stance. I do not think that there has been such a presentation spe- 
cifically with respect to the axles or for the maintenance of trucks 
generally, but in the case of the rock crusher it was a fairly specific 
application relating to the construction of the pier. 
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Mr. Fascetz. Did the applicant submit that one of the economic 
ustifications was the importation of oil? 

Dr. Bennerr. I don’t believe so in so many words, Mr. Chairman. 

Mr. Drumm. I think part of the argument has been the time factor 
within custom production and availability for construction, ship- 
ment, et cetera. ; 

Mr. Smiru. He explained that very well. 

Mr. Fasceni. We are on the otherciterianow. _ : 

Dr. Bennett. My recollection of the decision is that it was hard 
to find another benefit from the importation of petroleum in the face 
of the recently announced quota system of petroleum imports. That 
ismy memory of the situation. 

r.SmirH. That is all I have, Mr. Chairman. 

Mr. Casey. May I just suggest to Dr. Bennett and try to refresh 
his memory that the application did state that it was for the con- 
struction of piers and there was a time factor to accommodate super- 
tankers. ‘That was in the application. 

Dr. Bennett. To accommodate supertankers, yes. 

Mr. Fasceti. These are not one-purpose piers, are they, Mr. Casey ? 

Mr. Casey. Without these piers you cannot get supertankers. 

Mr. Fascerxt. I know, but they are not one-purpose, made for 
supertankers and nothing else ? 

Mr. Casey. They are made for other things but without these piers 
thesupertankers cannot get in there. 

Mr. Fascetx. I understand that, but the piers are not one-purpose 

iers ? 

Mr. Casry. No, but the purpose of speeding them up is that these 
tankers are ready to come in. 

Mr. Fascety. Maybe you ought to amend your application. How- 
ever, 1 would not want to tell you how to run your business. 

Mr. Casey. I wonder if it would have any more merit. 

Mr. Fascety. At least there is no import restriction on the bene- 
ficialuseofapier. There ison oil. 

Mr. Casey. That question of a fight between producers and oil 
companies, et cetera, opens up something that I am not able to cope 
with. Thatisall. That is what makes it difficult to understand how 
this criteria is applied. 

Youcan understand the difficulty I think. 

Mr. Fasceti. Thank you, Mr. Casey. We appreciate it. 

Gentlemen, can we be back here at 2 o’clock to finish this up ? 

Mr. KampetMan. Yes, we can. 

Mr. Fascerxz.. Let us adjourn until 2 o’clock. 

(Whereupon, at 12:05 p.m., the subcommittee recessed to reconvene 
at 2 p.m., the same day. ) 


AFTERNOON SESSION 


Mr. Fascetx. The meeting will come to order. We will continue 
with our hearings on the importation of foreign excess property. Mr. 
Kampelman, will you proceed with your presentation. 

; = KamrretMan. Our next witness, Mr. Chairman, is Mr. Seymour 

. Green. 


Mr. Fascety. All right, Mr. Green. We will be glad to hear from 
you. | 
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STATEMENT OF SEYMOUR J. GREEN, GREEN TRUCK SALES, 10 
ANGELES, CALIF. 
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Mr. Green. Mr. Chairman, before I start my prepared statement 
I would appreciate it if you are so willing that I complete my state. 
ment before the questioning period as my statement is lengthy, 

I will be happy to answer questions if you want to stop me, but | 
think it would be better for all of us if I could go through it and they 
answer the questions. 

Mr. Fascexx. It will be perfectly satisfactory. If you’ want to 
you can submit your whole statement in the record and then just speak 
extemporaneously, either way. 

Mr. Green. I think my statement is speaking extemporaneously, 

Mr. Fascez. All right. 7 

Mr. Green. Mr. Chairman and members of the committee: 

My name is Seymour J. Green. I have recently been named pregi- 
dent of the American Association of Surplus Property Importers, 
I am also a member for many years of the National Auto, Truck é 
Wreckers Association, having some 2,000 members. I am president of 
Green Truck Sales, Inc., and Smitty’s Truck Parts, Inc., both of Los 
Angeles, Calif., and I have an interest in Green Bros. Truck Sales jn 
Chicago. Green Truck Sales is in the business of buying U.S. sur. 
plus automotive and construction equipment, from both domestic and 
foreign sources, for subsequent reconditioning and sale. Smitty's 
Truck Parts is a retail and wholesale business selling truck parts, 
the major portion of which are for the maintenance of U.S. surplus 
trucks in operation in southern California. The truck sales business 
was incorporated 13 years ago, the parts business 10 years ago. 

I was in attendance at the hearings before this subcommittee in 
July of 1958 when the matter of the importation of foreign excess 
surplus property was under study and I am obliged to say that I did 
not agree with the testimony of many of the witnesses who appeared 
at that time. 

Chairman Dawson has been gracious enough to pardon me for my 
unsolicited contribution during those hearings and I would like this 
opportunity to apologize to the committee members present at that 
time. However, I was reminded of a story credited to the late Presi- 
dent, Roosevelt, who told about the man who drank too much and was 
advised by his doctor that it was causing deafness. The patient re- 
joined that he intended to continue drinking because what had been 
drinking tasted so much better than what he had been hearing. 

I felt pretty much the same way about what I heard from some of 
the witnesses last July. 

It seems to me that the best demonstration of my position must 
commence with a complete refutation of many of the statements made 
here by certain representatives of industry who felt that they were 
being harmed by the importation of foreign excess property, state- 
ments which I am very much afraid might have been accepted as fact 
by many present at those hearings. Certainly these manufacturers 
representatives have a right to their opinion on the subject, but in 
the interest of fairness to both this committee and myself, I must call 
your attention to several gross inaccuracies and erroneous Impres 
sions which were left here in July of 1958. 
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For example, may I take up certain statements made by Mr. H. D. 
Anderson, president of the Associated Equipment Dealers, which were 
made in a prepared statement and subsequently under direct ques- 
tioning by the then counsel to this subcommittee. Aside from the 
fact that it appears to us that Mr. Anderson seemed more interested 
in opposing the sale of all surplus here as well as abroad—witness the 
fact that he only spent 4 pages on our problem and 10 pages on 
domestic surplus—we want to take up his arguments specifically. 

In the area of specifics, I must first take exception to Mr. Ander- 
gon’s remarks with respect to the useful life of construction equip- 
ment. Mr. Anderson says that this equipment has a life of 5 to 20 

ears. This is misleading. Very little construction equipment that 

really been used and worked has a life of 20 years—even the larger 
items—although there may be rare exceptions. With a booming 
economy and under heavy use, 5, 6 or, at the maximum, 7 years is a 
long lifetime. In fact, the Internal Revenue Service depreciation 
schedule lists very few items of construction equipment with a useful 
life of as much as 7 or 8 years. Mr. Anderson states that because of 
the long life of this equipment, the importation of Government sur- 
plus construction equipment would tend to saturate the market for a 
many years. Asa matter of record, there has been no importa- 
tion of surplus construction equipment for 4 years or longer, but 
there have been considerable quantities of this equipment released 
through domestic sales. Yet there is continuing demand, and short- 
ages of this equipment exist on all sides. The glowing financial re- 
rts of most of the manufacturers of construction equipment in the 
nited States this year would seem to refute Mr. Anderson’s brief. 
What Mr. Anderson and his associates should bear in mind is that 
when business was generally poor—at the time of the hearings in 1958 
it was as bad or worse for us, for we, like him, are an integral part 
of the commerce of the United States. 
Mr. Anderson also said: 


They (i.e., the importers) have invested millions of dollars in this equip- 
ment, and many millions of dollars in profit will be realized if they can pene- 
trate, crawl over or under the barrier provided by Public Law 152. 

Here, Mr. Anderson was referring to the importation of foreign 
excess construction equipment which was being held in bond. This 
was probably the most misleading and fallacious statement of his en- 
tire testimony. At the time Mr. Anderson made this statement there 
was only between two hundred and fifty and three hundred thousand 
dollars’ worth of construction equipment held in the United States 
inbond. Could it have been Mr. Anderson’s intention, in talking ir- 
responsibly about “millions of dollars in equipment” and “millions 
of dollars of profit,” to exercise this committee and create an atmos- 
phere of a horror which definitely did not exist ? 

And then Mr. Anderson follows this with a really damaging remark 
which hits below the belt with brass knuckles. He says that the 
millions of dollars of profit will be realized if we can “penetrate, 
crawl over or under the barrier provided by Public Law 152.” “Crawl 
over or under” has a nasty implication. I don’t crawl over or under 
any law. I obey the law. Mr. Anderson owes me and my colleagues 
an apology. 
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But let me demonstrate with documentary evidence how ridiculous 
and ill founded was this allegation. I challenge Mr. Anderson’, 
statement that any of this construction equipment held in bond has 
ever found its way into the domestic market. He complains that q). 
though he is certain that this material is entering the domestic 
economy, he cannot establish documentary proof. Does Mr. Anderson 
realize that he is accusing us of acts which could deprive us of our 
right to transact business with the military, bring about fines ang 
other penalties, including possible imprisonment? Charges such as 
these should not be lightly made, particularly where there igs yo 
evidence. Mr. Anderson excuses his lack of evidence by stating that 
the customs does not have a record of serial numbers, and that if he 
went to the military for information to prove that material in bond 
was entering the domestic market, it would be like looking for a needle 
in a haystack or, more particularly, looking for a particular piece 
of hay in a haystack. These statements by Mr. Anderson show how 
little he knows about the operations of our business. In point of 
fact, the customs people do keep their records by serial numbers, 
Furthermore, the military have thorough records which I am sure 
he or anyone else could check, and I would like to show this committee 
how these records are maintained. Had Mr. Anderson gone to the 
military disposal officers with his questions he would have been saved 
this embarrassment. 

First of all, there is in my hand a successful award invitation to 
bid. Thisisa typicalexample. You will notice that our company was 
successful in item 3. The listing to that item includes the serial 
number of the particular crane shovel involved. You will notice q 
picture that we made 6 months before your hearings, while the ma- 
terial was still on the dock in Japan, in which the serial number is 
prominently displayed. 

When I am authorized to remove the crane from the Army base, I 
am given a vendor’s shipping document from the Army, again listing 
the serial number of the crane shovel. I must then ask the Army for 
an approval of export. Here is my approval of export from the Army, 
which clearly states in bond, and again the serial number of the par- 
ticular crane shovel item is listed. After the material arrives in the 


United States we must return to the U.S. Army a certified copy of © 


the bill of lading and the customs landing certificate with the serial 
number on it. And it so requests those things in this approval of 
export, Mr. Chairman. 

When the material in bond is sold, it is loaded under customs inspec- 
tion and removed to the docks. Again, before it is loaded on ship 
at the docks, another check is made verifying the accuracy of the 
serial number of this material. It is carried from our yards to the 
dock by public carriers, and again a bill of lading is to be made out to 
that public carrier, giving the serial number of the machine. Here is 
that bill of lading, sir. 

We religiously keep to this procedure because we can never escape 
liability if the in-bond provision is ever violated. Mr. Anderson 1s 
again wrong in his statement to the committee last year when he 
indicated that we were relieved of liability once we sold our material 
to a customer. 
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I regret the necessity to have gone into such detail with respect 
to Mr. Anderson’s testimony. As a matter of fact, I met him inform- 
ally at the Appeals Board hearing last August and liked him. My 
chief regret is that he was apparently the victim of bad information 
given to him by his advisers. 


CONSTRUCTION EQUIPMENT 


(a) Sheep’s-foot rollers: One of the horrible examples given to 
our committee last year related to sheep’s-foot rollers and forklifts. 
You were shown slides of this equipment as examples of material 
entering the domestic economy of the United States, with the state- 
ment by your counsel : 

I wonder at this time, Mr. Chairman, if we might review some slides and see 
some of the material that has been coming into the commerce of the United 
States purchased as foreign excess property. 

It so happens, Mr. Chairman, that the particular slides were slides 
of equipment, some of which is material I own. Your counsel stated 
that the material was nrongnt into this country for reconditioning and 
reexport, but that it in fact entered the commerce of the United 
States. Nothing could be further from the truth. All of the construc- 
tion equipment shown on the slides, including equipment that does not 
belong to me, was in fact brought here under bond. Not only was it 
designed not to enter the commerce of the United States, but it has 
never entered the commerce of the United States. Some of this ma- 
terial has already been forwarded to other countries in accordance 
with the terms of the bond, and the rest of it is still under my owner- 
ship. In fact, two of the pieces of equipment had oretey been for- 
warded to Mexico and were no longer in this country, while you were 
seeing the slides. 

If I feel particularly sensitive about these sheep’s-foot rollers, Mr. 
Chairman, it is not only because I knew that the information being 

iven to you was misleading, but also because it so happens that we 
lo made several efforts to obtain licenses which would allow us to 
import those sheep’s-foot rollers into the domestic economy. We are 
convinced that they are in short supply and that their entry would be 
beneficial to the economy of the country. 

A sheepfoot roller is a specialized piece of construction equipment 
necessary for earth compaction. It serves an important construction 
function. We have many customers ready to buy the sheeproot rollers 
that we now have in bond. Let me tell you why. We can sell the 
sheepfoot roller for approximately $1,000 dependeing upon market 
conditions. A new 4 x 4 sheep’s-foot roller will cost $2,860, with a de- 
livery date of approximately 14 days. Let me bring to the attention 
of this committee a letter I received from the factory’s distributor in 
the Los Angeles area. 

This letter, Mr. Chairman, is from the Crook Co., a very large new 
dealer in Los Angeles, factory representative dealer. It is to Green 
Truck Sales, to the attention of either Mr. Kahn or Mr. Green, and it 
says : 


GENTLEMEN: With reference to your inquiry for a used 4 x 4 sheep’s-foot 
tamper, we regret to inform you we are unable to supply you with any 4 x 4 
sheep’s-foot tampers as the supply seems to be exhausted. 

We can supply you with a new 4 x 4 LW model W-2 sheep’s-foot tamper: at 
$2,860 each f.o.b. Los Angeles, Calif. Delivery can be made from the factory 
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within 1 week of receipt of your order at the factory, with approximately 6 to 
7 days travel time to the west coast. 
Thanking you for your inquiry, 
CROOK Co., 
K. A. Trwtn, 
Assistant Sales Manager. 

It is clear that there are no used sheep’s-foot rollers available. Yet 
we cannot sell ours because we cannot get an import license. It is no 
answer to say that this sheep’s-foot roller is available ata price nearly 
three times the price we charge. It is interesting to note that this 
large distributor does not even have a new sheep’s- foot roller in 
supply, and I can tell you why. It is because he does not sell many, 
and he does not sell many because his price is too high. Let me give 
you an example. Last July when Mr. Anderson testified he stated 
that a new 4x4 sheep’s-foot roller cost $2,300 f.0.b. the factory. To- 
day’s price is quoted as $2,860—a vivid example of inflation. The 
effect of this exclusion is to make it impossi le for ordinary con- 
tractors who have never bought new equipment because it was out of 
their purse reach, to do business. 

(6) Cranes: Mr. Chairman, I should next like to discuss the sub. 
ject matter of cranes. I have had applications before the Department 
of Commerce for two Lima 802 shovels. This is a valuable piece of 
construction equipment which costs new pontine ly in the vicinity 
of $70,000. These cranes are not readily avail: rble. I have in my 
hand a letter from the manufacturer’s distr ‘butor in Los Angeles who 
says that it would take as much as 10 weeks to deliver a Lima- type 
802 to me from the factor y: 

I would like to read that letter. It is to Green Truck Sales, atten- 
tion Mr. Seymour Green: 

GENTLEMEN: In reply to your request of recent date, we would like to advise 
the following delivery schedule: 

Lima-type 802, ‘approximately 10 weeks; Lima-type 803 within 2 to 3 weeks. 
To the best of our knowledge, there are no used 802 machines which are in good 
mechanical condition available on the present market. The Lima-type 808 is 
the latest model machine equipped with torque converter and all the modern 
improvements available, and we recommend its purchase in preference to the 
model 802. 

If we can be of further service, feel free to contact us. 


We happen to have two Lima 802’s now in bond at our yard. Let 
me show you a picture of them. Note how damaged they are and 
how unusable they are without extensive reconditioning work. We 
estimate that it would cost between $15,000 and $20,000 to put these 
two cranes into working condition. This work would be performed 
by American labor in American shops—incidentally, in all probability, 
a member of the Associated Equipment Dealers. It would put that 
money into the economy. Were we permitted to import these cranes 
into the United States, we would be able to sell them as used cranes. 
There are no used cranes of this type from California, as you will see 
from a letter from the distributor. Hesaid: 

To the best of our knowledge, there are no used 802 machines which are in 
good practical condition available on the present market. 

The availability of our two machines would, therefore, be serving 
an important economic function. 

There are many contractors who would like to have this 802 ma- 
chine because it expands the contractor’s economic opportunity to 
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bid on jobs. Many of them can perhaps extend Shomnanerer to pay 
approximately $25,000 to buy a used or ee ae ereas Z is 
impossible for them to pay $75,000 for a new crane, 1ese con rac- 
tors should have an opportunity to function in the business com- 
munity. They cannot function if they cannot buy from us or our 
competitors. Furthermore, used cranes that come from Army surplus 
are superior to used cranes that have gone through the domestic 
economy. This is because Army surplus cranes have reached the end 
of the road by sudden death rather than by complete wearing out. 
Kither the specific Army job came to an end or the cranes were hit 
and damaged badly, or pilfered. We are able to reconstruct these 
cranes so that they are superior to the reconstruction of other used 
cranes: coming out of the civilian economy. 

You will notice that in the letter from the distributor he states that 
he can deliver to us a different type of crane, namely a Lima type 
808, within 2 or 3 weeks. These are not comparable, in that an 803, 
which is larger, is also far more costly than an 802, 

Let me say a few words about other types of cranes and attachments 
that we have had problems with in the Department of Commerce, 
We have a series of applications in for licenses of this type that have 
been held in bond. Our requests were denied and our appeals were 
lost. At one point we were told orally by a representative of the 
BDSA that we lost our case because if this material in bond had been 
released in the Los Angeles market, it would destroy the opportunities 
for all future sales of similar equipment in Los Angeles for a year. 
We considered that statement to be ridiculous when we heard it, and 
we can now prove that point. . 

In recent months we were able to sell approximately 70 on of 
that equipment in bond to a purchaser in Rotterdam, Holland. He 
traveled clear across this country looking for this type equipment. 
He had every reason to try to buy it in the East and thus save freight 
costs. Nevertheless, he bought the material from us because he could 
not find it in any other place in the country. In spite of this shortage 
and the great demand for the machinery, we could not get a license. 
What was the result of all this? It meant that the contractor in Hol- 
land had the benefit of our cranes, whereas a contractor in the United 
States did not—a taxpayer who had every right to have the benefit 
of this equipment. ‘This decision by the Department of Commerce 
was not in the best interests of the American economy. It was in 
fact damaging to the American economy. 

This example points up one other important fact that must be 
brought to your attention. We are convinced that the so-called expert 
advice from the BDSA on construction equipment is bad advice. To 
say that the release of our construction equipment would destroy the 
market for construction equipment in Los Angeles for 1 year is to 
reveal a complete lack of familiarity with the subject matter and a 
complete identification of the BDSA division with the interests of the 
manufacturer. If Rotterdam, Holland, can absorb this equipment— 
and they now want more—then southern California, the fastest grow- 
ing area in the United States, can absorb it. The fact of the matter 
is that this material in the main would have been absorbed in a few 
weeks, 

We have other illustrations of this bad advice from BDSA. In 
connection with one application, a BDSA representative informed one 
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of our people in the presence of the then deputy foreign excess pro 
erty officer that he opposed the entry of foreign surplus, but that he 
considered the sale of U.S. domestic surplus as harmless, because the 
cost of reconditioning the U.S. sold equipment would bring the price 
of the item up to a competitive level with new equipment dealers’ 
trade-ins, and in some cases even new equipment, and would therefore 
not be of unfair competitive advantage. ‘This is ludicrous. The cost 
of reconditioning the equipment would be the same, whether it is for- 
eign excess property or U.S. sold property. If anything, there js 
an extra cost in the shipping of the item from abroad. 

Finally, let me say this word about cranes. We had an experience 
with respect to two YC9A Linkbelt cranes, which was frustrating, 
and points up our dissatisfaction not only with the present regula- 
tions of the Department of Commerce, but also with the role of the 
BDSA in protecting the interests of manufacturers even under the 
old regulations. 

I have a letter in my hand from an ie customer in Orange, 
Calif., who required these cranes for his construction work. He 
urgently requested the Department of Commerce to allow him to pur. 
chase those machines from us or to tell him where he could obtain 
them. 

I would like to read that letter. It is addressed to the Foreign 
Excess Property Office. I will dispense with the other part of it 
there. It says: 

GENTLEMEN: We are contractors doing construction work, with much of our 
work being on municipal projects. Green Truck Sales, Inc., have two Linkbelt 
cranes, model YC9A. These are rubber-tired cranes with a 20,000 lifting ea- 
pacity and 180° rotation. 

We are in urgent need of two of these cranes for our work, because of their 
ability to operate in close areas with a load of about 10 tons and a swinging are 
of 180°. We presently have a number of truck cranes; however, they are too 
large to perform work similar to what the YC9A can accomplish. 

Green Truck Sales, Inc., have advised us they cannot sell these machines for 
use in California unless you grant them a license. They informed us that the 
law prohibits them from selling the machines to us, and that you will grant them 
a license only to relieve a shortage or to benefit the economy. 

We have been attempting to locate machines of this model for some time, and 
they are not available new or used, to our knowledge. Green Truck Sales, Inc. 
tell us they have previously requested a license without success. We cannot 
understand this because if they are not available, a shortage must certainly 
exist. 

Furthermore, our working organization would surely benefit by this use, as 
would the local economy. We urgently and sincerely request you to let us pur- 
chase these machines or tell us where they can be had. 

To the best of our knowledge this letter was never answered by the 
Department of Commerce, and no branch of this Government has been 
able to tell this man where he can find this type of a crane. 

I was told by the BDSA that substitutes for this crane were avail- 
able—none of which would do the job or was the type required and 
desired by our customer. I also submitted to the Department of Com- 
merce a letter from the manufacturer’s distributor of these cranes in 
Los Angeles, which I want to make a part of this record, which says 
the machine has been out of production for the last 5 years, and I 
read : 

Dear Sir: Regarding your letter of May 9, 1958, requesting information, & 
Linkbelt YC9A, this particular machine has been out of production for the last 
5 years. 
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if we had a dozen of them ready now, we could dispose of them dur- 
ait half hour. We are very sorry that we do not know where we could 
oe our hands on any of these machines, but if we do ever find a used one, we 


ou in mind. : 
ering you for your interest, we remain. 


wrote these people asking them if they could supply us with a 
= because our customer wanted them, and we couldn’t sell them 
the two that we had in stock, and this was their answer to that par- 


letter. 
ee Devan. Mr. Chairman, may we have the date of the previous 


ur se! The one from Orange, Calif., is dated—— 

Mr. Green. Thisisa coy of it. 

Mr. Kampetman. We will get the date for you. em? 

Mr. Green. The original copy of this letter, Mr. Drumm, is in 
inthe hands of the Appeals Board. 

Mr. Drumm. How long ago, do you recall? 

Mr. Green. It was about 15 or 16 months ago. 

Mr. KamretmaNn. I think the pertinent parts were read. We can 
make them available to the subcommittee staff. 

Mr. Fascetzu. Very well. 

Mr. Green. This, Mr. Chairman, was a letter dated May 12, 1958, 
during the depths of the recession. Yet we could not import these 
cranes because the BDSA SApess said there are no shortages. 

The only recourse we had was to finally go to the Appeals Board; 
we were fought by the BDSA tooth and nail. During the hearing be- 
fore the Appeals Board, Mr. Howe, the representative of the BDSA 
stated that he was certain he could find them and that they were not 
inshort supply. He made what was to mea revealing statement. He 
said he et contact Joe King, the Washington attorney for the As- 
sociated Equipment Dealers, to see if he could find any of this equip- 
ment in the hands of any AED members. On other occasions—in- 
cidentally, Mr. Chairman, Mr. Howe mentioned that he considered 
AED, the manufacturers, to be his bible. It is this intimate relation- 
ship between the BDSA and the manufacturers which has made it so 

ificult for us to exist. 

Fortunately, the Appeals Board did not accept Mr. How’s word as 
final and gave him an opportunity to prove his statement. Mr. Howe 
stated that the following day he sent out numerous telegrams and 
made phone calls to locate the equipment. I informed Mr. Olmstead, 
the distinguished Chairman of the Appeals Board, that I came from 
California at great expense and that I was determined to wait in 
Washington until I could get a determination, since my buyer ur- 
gently needed the itenis. I was told that I would have an answer by 
the weekend. I was also told that if two or more of this type of 
crane could be found within a radius of 100 miles of Los Angeles, it 
would not be considered a shortage. I differed with this decision, but 
Thad no choice. It seemed ridiculous to me to say that two cranes 
meant no shortages when the distributor said that he could use a dozen 
and sell them within a half hour. But I was certain they would not 
find the two cranes. 

The weekend came and went and I finally returned to California 
with no license but with a promise that Mr. Howe would have his an- 
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swer by Monday. It took numerous phone calls to the Department of 
Commerce and our Washington representatives—but more important, 
it took 39 days before our license was finally granted, and 10 more days 
before it was in my hands. 

The BDSA, through Mr. Howe, could never come up with the an- 
swer and there was, we have reason to believe, pressure put on the Ap- 
peals Board to rule against us in spite of the fact that we had proved 
a shortage. ; 

It is these two cranes, incidentally, which were brought to your at. 
tention during the hearings of last July by counsel for the Associated 
Equipment Dealers, with the implication that somehow a naughty aet 
had taken place, which would have led the committee to believe that 
we had received a license for something which we had no businegs to re. 
ceive a license for. 

It is interesting to note here that the purchaser of these two cranes 
informed me that he spent $10,000 in the domestic market recondi- 
tioning them. 

Here is an experience that I bring to your attention. Yes, we got 
the license, but at what cost? A cost which prohibited us from mak- 
ing a profit on the items. Furthermore, we got the license because 
there was a courageous Appeals Board with authority to act and 
ready to withstand the pressures from the BDSA. Under the pres- 
ent regulations, the power of the Appeals Board has been severely 
curtailed and they are no longer free to act with their previous lati- 
tude. 

TRUCK PARTS 


Next I would like to take up the question of military truck parts, 
It is my opinion that great pressure had been brought upon the 
Department of Commerce by one of America’s leading manufacturers 
of axles and other components in an endeavor to stop the importation 
of foreign excess property imports of similar material. This large 
American company has apparently been successful in convincing the 
Department of Commerce that surplus imports seriously harm his 
company and should, therefore, not be permitted. This will prove 
to be harmful to every small business owner of a U.S. Army surplus 
truck. 

Through all of the proceedings before this committee and the 
Department of Commerce appeals the Rockwell Standard Co., manu- 
facturers of the Timken axle, have steadfastly represented that they 
can and will deliver parts for the military trucks. In the years fol- 
lowing World War II, there have been increasing numbers of U.S. 
military trucks sold through the disposal programs to individuals 
and companies. Should one of these trucks brealt down, the operator 
would normally go to the original manufacturer for spare parts or 
maintenance. However, the military truck owner soon discovered 
that the original manufacturer neither stocked nor could in the 
main supply military truck parts and recommended, in many cases, 
a surplus truck parts establishment to the buyer to satisfy his needs. 
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It is obvious and apparent that the new truck manufacturer, his 
selling agencies, his franchised dealers, or any outlet for his factory s 

arts, neither sought out nor desired the military parts business. The 
surplus truck parts dealer’s success was created by this situation. 

In the automobile industry when a man drives a car of relatively 
jow value and old vintage, he has access to the auto wrecker who 
sells parts at prices which are commensurate with the value of his 
yehicle. As there are auto wreckers, so are there also truck wreckers, 
giving the same service to the American truck owner. However, the 
operator of the surplus truck is deprived of similar opportunities so 
Jong as the existing regulations continue to be administered in the 
current inflexible and unimaginative manner, because these parts can- 
not be imported. 

We have always maintained that shortages existed with military 
truck parts even during the recent period of recession. These short- 
ages continue to exist in dramatic form, and parts are not even avail- 
able from the factory branches in southern California where the 
heaviest concentration of military vehicles exists in the entire United 
States. 

I personally obtained the following information which I am now 
going to read to thiscommittee. This information is as late as June 15, 
1959. This evidence comes as no surprise to me because for many 
years we have numbered among our finest accounts the factory 
Seclies of motortruck manufacturers as well as their franchised 
dealers. 

This box, Mr. Chairman, is full of invoices for only the last 2 vears 
on sales to the new manufacturers of military parts which they cannot 
supply to their customers. 

Fiave previously given to the Department of Commerce, the Ap- 

als Board, and to the excess profits officers, invoices like this going 

ack 10 years. But my airfreight bill was too high, and I did not 
want to bring all of them this time. 

This was obtained by me personally on June 15 from the White 
Motor Co. Reo Division. 

Here are invoices to prove this point. We submitted a list to five 
major truck manufacturers’ main factory branches in Los Angeles, 
comprising a broad list of parts used in Army surplus vehicles. We 
asked for prices, availability, and delivery dates, and I ask that these 
letters be made a part of your record. 

The International Harvester Co. informed me that out of a list of 
23 items which I submitted to them asking for quotations, they could 
not supply me with any items. 

Here is our letter to International Harvester signed by their parts 
man and stamped by them. 

Mr. Fascett. Without objection, it will be made a part of the 
record at this point. 


4497459 10 











140 IMPORTATION OF FOREIGN EXCESS PROPERTY 


(The document referred to is as follows:) 


Smitry’s TRuoK Parts, 
Los Angeles, Calif., June 15, 1959, 
INTERNATIONAL HARVESTER Co., 
Los Angeles, Calif. 


GENTLEMEN: We have orders which necessitate our purchasing the follo 





material. Please indicate approximate delivery date on any items not in your 
stock. 
_— 
Make Part No. Description Quan- | Price Deliv. 
tity each ery 
! 
Bickad co dektsodicindnbe 99961 R91__-...- GORIIR | 6a cew pnd sddewn 
PI ik dielicisn algo hncieaes tslot 99083R91__-..-- IIT since apie etibenierennm 
EE ccc edidarnn anus 99765R1_-...-- CN cil cranks tetnied ou oaeeea eat 
BD pod cirecnghubpet gn Aba 97860R91_..--- SIRE 2), danerereeherreen 
Se I aE Tos 97873R91_...-- Daath cokes coudes sot 
Bete ehstcba ein debonetl 97856R91_._--.. DORON i és ecto nticwdesididncisss 
Ac lvitiidhs badticeeeden Es oc tall De te he emenndaiancauerass 
97846R91__...- Distributor assembly-...-.-.--- 
97862R91._...- OS eee eee eee 
-| 98863R11__-..- c 
98864R11_...-- 
98623R1_.....- 
98851 R11....-- 
98852R11......].-<-. 
98613R91__-..- 
98603R91__...- 
ee ee! 
3216D1538 
98983R91__.... 
98985R91_.....]-.--- di 
101074R91 


101075R91 
99565R91_....-. 

















Please return this list showing price and delivery date at your earliest possible 
convenience. 

Quotation submitted : Cannot supply any item locally. 

By G.H.C. 

Mr. Green. In spite of the fact that the original manufacturer 
cannot supply us with these parts, we cannot get a license to import 
them. 

The Diamond T agency from Los Angeles, Calif., informed me that 
out of a list of 19 items which I submitted to them, they could deliver 
none immediately, but that in 30 days they could deliver 1 item, a 
crane shaft pulley, at a cost of $19.30, less 20 percent discount, and 
in 60 to 90 days they could deliver 3 mufflers at $18.75 each, less 20 
percent discount. 

I want to point out here, Mr. Chairman, that these are two very 
insignificant parts of the truck. The original manufacturer here was 
not able to supply us with the essential parts, yet we cannot obtain 
an import license for these parts. 

Mr. Fasceti. Without objection, the letter referred to will be made 
a part of the record. 
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(The document referred to is as follows:) 


Moror TRUCK DISTRIBUTORS Co., 
Dumond T AGENCY, 
Los Angeles, Calif. 
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Smitty’s Truck Parts, 
Los Angeles, Calif., June 15, 1959. 


GgNTLEMEN : We have orders which necessitate our purchasing the following 
material. Please indicate approximate delivery date on any items not in your 

















stock. 
| Pe fe oe eee 
Make | Part No. Description Quan- Price Deliv- 
| each ery 
— --—|- — — | ines 
ice 
SS oe asia7s7.... Knuckle assembly_...........-. UD Epkantasactiendicies 
paget 5 -- Sod cach hk lthematinaantidceseseecsa W hsnticeckiaaenene 
EE A3202L2612....| Shaft assembly.............__. © Recisnncissennciancnnd haceate 
A | A3202N2614.__|_____ ai ace amuse uit OT secs ns tea areca 
eda ..--.----| A2-3201D1382.| Housing, axle................. Undead iinemndacmas 
et. AD: | a eee Se © i in wallethtintnnamitnnde 
Do...-- -| 1199F1436_.._- We ON richeitheiiis dotacnnanaaiil © L nmnsentushienediacn 
. "TUUS STR ick nocencconnk P: Wisehindidenssartclnaamiaet chcoieta 
Fender © Uvieicatamulssemdtanids 
ae Reet hcttthinn cine SL. cancheaiadcemiae 
F Pulley... 6; (4) () 
Pe Mj TEST gee TF B.chinnibieianieeaa mien 
” De at ae a ST ccnenccleaeaiees 
Do... al PG i viasncthiiidtetdsoanet 3 @) @) 
eg nadia BB17401..--_- A, CU binthitiednileseacaanii D Ie nntinndntcdeaenieatet 
tae 1. =e sich detlanacuaeda Pl oaibtrcniabemaiiaaa 
ss =; .l.lUlULlLUe | ie © TL ncanseecdditnenseseas 
Do... Pt eT caccccted sks Sean eecceeeecees 2 








130 days—19.30,20 percent. 
160 to 90 days—18.75,20 percent, 


Please return this list showing price and delivery date at your earliest possible 


convenience. 
Quotation submitted. 








Mr. Green. Of 17 items submitted to General Motors Corp.’s main 
branch in Los Angeles, they could supply two, one of these items being 
a gasoline cap, assembled, with a value of a little over $1, the other 
a handle having a value also of a little over $1—and this from the 
largest company of its kind in the world, General Motors Corp. 

I would like to add that the parts department of this company does 
not even carry a military parts catalog allowing them to properly 
service a military truck spare part. 

Here again the essential items are unavailable for import, and we 
cannot get an import license. 
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(The dacument referred to is as follows :) 


SMITTY’s Truck Parts, 
Los Angeles, Calif., June 15, 1959 
GENERAL MOoTors CoRP., , 
Los Angeles, Calif. 
GENTLEMEN: We have orders which necessitate our purchasing the foljioy. 


ing material. Please indicate approximate delivery date on any items not in 
your stock. 

















| i 
| 
Make Part No. Description | Quan- | Price | Deliv. 
tity each ery 
—_———_— —— ——————————————— nn nn _ ee —— - mma ectieiaa 
| | 5! 
General Motors Corp.--.| 2194433_...--.. TE sccrteaiwnictnasinainmtes Rhein a 
a | 2194664......-.- IR onc cniccasmmmbeserngmsiont 41 ee ee 
SSeS og | BE eee Oh ts | nenaan 
Basho cnin cede bats 168485 !_.....-- Cap assembly.........-------. Re cpcities ae 
eee ll Ee | eee BA scout 
Ea | 2278438_.....-- Transmission case assembly --- Sa cctiice | oar 
See UC CC eS eR Se l | aay 
See hh I iO cts tiled yea ti 1 [-- c 
moh wire sos vn dB MAGN: ..<< ND GOIN a tei dntonwenn as 3 |.. death 
Se shoes ee eee ee eee 2 hi csi 
ON A an = PUR cea Stee ti eescmnihee tL. neicciaiead FYige 
OR cers cnind .| 2186183. ......- see 4 |. wicca 
NR Sa RA. _| 3659535. ....-.. | .cumceee 
Be: so _..| 3659601. ......- 2 = 
NS is er na 2146502__...... ae Handled : 
ee ee + NER 255s Rees LU dessa tweant Riad | ae 
Sees eee Axle housing 8 feewwewwwinhic lies 
ise | 008685... ......) Gear kit...........-.....-. wring © Gaeta a he 
| 








1 Only 2 items available. 


Please return this list showing price and delivery date at your earliest pos- 
sible convenience. 

Quotation submitted. 

Mr. Green. The White Motor Co., Reo division, was given a list 
of 24 items, and could supply 7 of these items, only one—a crank- 
shaft—being of major significance. Here, again, the original mann- 
facturer cannot get your parts and we cannot get an import license 
for those parts. This is particularly damaging to us and our cus- 
tomers because there are hundreds of these Reo 6-by-6 trucks that have 
come into the California market during the past year and they are in 
danger of not having parts available for them. 

A list of 21 items was submitted to the White Motor Co., of which 
they could fill two, both of minor significance. 

These letters came from the five major heavy duty truck manu- 
facturers in the United States. 


: ‘ 
ie ‘ 
i 


| 


liest pos- 


en a list 
a crank- 
il manu- 
t license 
our ¢cus- 
hat have 
ey are in 


of which 


k manu- 


IMPORTATION OF FOREIGN 


(The documents referred to are as follows :) 


The WHITE Moror Co., 


ios Angeles, Calif. 


EXCESS PROPERTY 


143 


Smitry’s Truck Parts, 
Los Angeles, Calif., June 15, 1959. 


GeNTLEMEN : We have orders which necessitate our purchasing the follow- 


material. 
stock. 


es, fo So. ee ee ei, © ee 








Part No. Description | 
| 

506L2_ .- Pipe___- 
539L2--- | do ai aed ace ane 
538L2. . | Flange_- -| 
Cla ean | Gasket i higiiaee dhcae matinee | 
517F2__- Filler cap._..----- 
A10500_- Radiator core... = ~---| 
1016A7_- Water pump ‘ 
999A7__- | Adapter ; | 
1009A7_- Belt set. ...--- 


837G1_ 
136G7- 
1224A3_. 
1286A3_ - 
854DI 

A3202G 2503 _ . - 
4 3202H2504_ _ 
687T5_. 
1620D5 
1411D4 
1401D4 
1400D4 
630D6_ 

668 D6 

| 660T5_.- 





Generator -_- 
Regulator_ 
Crankshaft 
Damper 

Oil seal assembly 
Shaft assembly, left hand -| 
Shaft assembly, right hand 
Sprague unit 


| Seal 


Rod 
Axle shaft 
Gasket 
Seal 

Do 
Transfer case 


Please indicate approximate delivery rate on any items not in your 


| 
| Net Price | 


Quan- Deliv- 
tity each | ery 
Saati | ———$——— 
2 | 5.56 | ‘ 
4 
2 i 
6 o 
ot... 
2 
» | | 
. 1 3. 37 | 
4 | 1. 48 | 
ol | 
> | 
1| 124.24] 
1 | 
6 i 
2 | 
2 | 
4 | |. 
12 | 
6 | 
4 | 
8 | .13 
s 1. 68 | ~ 
s 1.16 |_- 
1 | 7 Bs 





Please return this list showing price and delivery date at your earliest possible 


convenience. 


Quotation submitted. Prices not shown not available in Los Angeles. 


WHITE Moror Co. 
By R. J. ALLEN. 
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Smitry’s Truck Parrs 
Los Angeles, Calif., June 15, 1959 
The WHITE Moror Co., ; 
Los Angeles, Calif. 
GENTLEMEN: We have orders which necessitate our purchasing the follow. 
ing material. Please indicate approximate delivery date on any items not in 
your stock. 


a 
Quan- | Net Price Deliv. 








Make Part No. Description | 
tity each ery 
x . = LL 
a WI-391984_____ Support assembly ._.....---.-- ee 
Saas WI-391968____. POON on ccccaciscasncassscns 4 lccseeenadeeeel 
ts Sa WI-391958_____ Ag a Bacto -----| 41. eee 
eR eo te ss 2 NO 5 aa do winbtodascccee 4h ee 
aL ss eat ef WI-388316._... a eae Sabmattatond Oh > ns 
BED. 5 se WI-96791__.._. DR ne De sec naiial Dee oe 
a8 ns WI-394615_.__. NTN Sn oc cred R hoses eat oh 
NR er emi ons WI-413548_..._ ea a eS Shes ae 
nk er om 8 WI-93234__..__ GQHOPN ee nc ccspaeices. ca Oca er 
RE at seek od WI-397588_....]..... eek ic erteeeticwncenccoul Bh neusanenseeee 
NE Ak 5 RIE SoS CMa 5a hit aneicdasaceed 2 45.39 | i 
Se eee WI-392091_____ SI ain ecmncten paiinicenmmanetarsl D hn. cececceeee 
ee ee = Bane URES. oc nccas pabiens oem 2 len ccu 
ent een) es WI-408624...__ emenme  L as, Cf EE Fo, 
Me. <2 ee WI-394778__... Flange assembly -.------ wees 8 ih onasncsaeheaeee 
Oks gence 8 WI-394777..... OUI SRN, om! 8 tb wecueen dee 
ee | , 5 ES 
Dare ts SO accel en Gath eet oninicsennierns 2 10.0 |.csbiaa 
ee | WI-411656_.... IE ee cwecaed 4. Jekceeee 
BRT open). 3k Sd UENO. no) eGo occ s cnwdaccecace Wabondae & |) .censscakae, 
Be et 8 ae! WI-396378__.._ Pe Be ictitsiqbtdscnccae fee Sg 














Please return this list showing price and delivery date at your earliest possible 
convenience. 
Quotation submitted. Prices not shown not available in Los Angeles. 
WHITE Moror Co, 
By R. J. ALLEN. 


Mr. Green. At this point, Mr. Chairman, I should like to transmit 
to you a letter from the Charles W. Carter Co., one of the three 
largest truck parts business concerns in California, Arizona, and 
Hawaii, doing a retail gross of approximately $7 million per year. 

Task that this letter be made a part of the record. 

Mr. Fascetx. The letter referred to and the prior letters referred 
to will be made a part of the record. 

(The document referred to is as follows :) 


CHARLES W. CARTER Co., 
Los Angeles, Calif., June 19, 1959. 
Hon. Congressman Dawson, 
State of Illinois, Chairman of the Subcommittee on Executive and Legislative 
Reorganization of the Committee on Government Operations. 

GENTLEMEN : We are one of the largest suppliers of truck and equipment parts 
on the west coast with branches in Phoenix, Ariz., and Honolulu, Hawaii. 
Our gross volume exceeds $7 million per year. 

In the coverage of accounts serviced by the main store, branches, and jobbers, 
we have found a large number of operators using surplus military vehicles, 
especially in operations where all wheel drive is an absolute necessity. This 
equipment is of both World War II and Korean war vintage. For example, the 
Maui Pineapple Co., an American corporation engaged in the growing of 
pineapples on the island of Maui in the Hawaiian Islands, depends almost 
entirely on surplus international military vehicles in their field operations. 

It is our policy to supply any items needed by'our customers, regardless of 
make or model. It has been our experience that parts required for surplus 
military vehicles must be purchased from dealers specializing in that particular 
business, as it is impossible in most instances to purchase components of parts 
for surplus vehicles from the original equipment manufacturer. As a matter 
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of fact, very few new truck dealers or agencies even have parts catalogs pertain- 
to military vehicles manufactured by the companies they represent. ys 

In the years since World War II, we have found military parts specialist 

such as Smitty’s Truck Parts and Green Truck Sales, ‘Inc., to be in- 

sable in furnishing the parts required by our many customers operating 

us vehicles. We now understand the surplus parts dealers are no longer 

rmitted to import material from foreign countries into the United States, 
even though that material is purchased from U.S. disposal agencies. 

It is our sincere belief that unless this restriction of importing parts is al- 
Jeviated in the near future, much harm will be done suppliers such as ourselves, 
the many small jobbers selling our merchandise, and most obviously the opera- 
tors using surplus military vehicles. Also, it is a foregone conclusion a great 
number of parts specialist firms throughout the country will be foreed out of 
business. 

Very truly yours, 
J. B. Kercuvum, President. 


Mr. Green. It proves the indispensable role that we and our com- 
petitors in the surplus business play in furnishing parts that they 
require for this business and their customers. It requests that the 
present regulations be changed so that we might import truck parts. 

We serve an important purpose which Timken does not perform. 
Not only do we have the items, desire to acquire more items, and are 
eager to sell the items that our customers require, but the evidence 
jsunmistakably clear that Timken neither seeks nor truly desires this 
parts business. They only seek to deny us the right to get it. 

As one piece of evidence of this, I want to bring to your attention 
and make a part of the record, a letter from a customer of ours from 
New Zealand who wrote Timken, and the discouraging, uncoopera- 
tive answer that he received speaks for itself. There is ample other 
evidence to support this conclusion. 

(The document referred to is as follows :) 

Jack Tipp & Co., LTp., 
Hamilton, New Zealand, April 24, 1959. 

Deak Mriton: In reply to your letter of April 1 and Green Truck Sales, and 
Mack TR 36 transmission, if you yourselves have not got anything suitable, and 
what you can recommend, I would prefer to let it go in the meantime. If you 
should come by a good box, let me know. 

It is very heartening to know that you think the M 24 axles will stand up 
to 15,000 pounds per axle and if the local boys are carrying 2,800 gallons of water 
on the back satisfactorily, that appears to be a very good load. I think if Dave 
lerer would take these six particular axles back and credit me, and for me 
to take out something more suitable, I think it may save me some trouble later 
on, as the brakes are also very small for the work they would be going into 
here. However, if you could try Dave out and see what he thinks about it, 
Iwould be pleased. 

Regarding SQD Timken compensator unit, have you had any further infor- 
mation about a suitable unit to fit the Timken M 41 axles? I wrote to Rockwell 
Standard Corp. at Detroit about a power divider to suit these C 744-M-—41 
series military axles and their reply was very curt. “First, permit us to ad- 
vise that these axles were never designed for use in the logging industry and 
would not, of course, carry our warranty when so used. Unfortunately we do 
not have a power divider, such as you suggest, available, and are not in a posi- 
tion to advise you where such an item might be obtainable. Regretting our 
inability to be of assistance to you, we are”. 

Well I'll go hopping to hell if that isn’t good American service. 

First, if a 6 by 6 military truck, towing gun carriages and other gear off the 
toad, if not similar to logging work, I am a Dutchman. The only reason why I 
should think they are not suitable for logging is in the ratio of 6.2 to 1, which may 
be rather high, where else would this axle not be suitable. Also most of our 


— would be on our highway and only about 30 percent on soft logging 
Toa . 
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Now with the ratio on these Timken double reduction, and in particu] 


ar 
6.2 M 4I axle, to get a lower ratio, do you get the reduction by altering the piven 


bevel gear, or the main drive gear, which gear is kept standard and which one do 
you alter. What ratios are available and the cost and their availability, The 
White trucks here are about the ‘only ones which have the Timken double 


reduction drive and they also all have the intermediate differential. According 
to the book this intermediate differential is quite a piece of machinery and should 
be capable of conversion to the M 41 axle, are you definite they will take it 
alright. 


It looks as if for some of my applications I will need about 7.5 or 8 to 1 
reduction for logging and also for use with a petrol motor, but the 6.2 should 
be ideal for tanker work, especially for the Leyland 680 on the highway. I¢ you 
can supply a good intermediate differential for the M 41, if the ratio comeg 
into it, I would prefer a low one, also how are these gears for interchangeability 
with other axles. 

Regarding the 12,000 pound front axle I presume these are the Timken model 
26450 TWX same as on the Federal 6 by 4 Army trucks, these have a very heavy 
manual braking gear that we find too heavy for our work, we would be interested 
in say six of these axles at a price of $125 each, two with the front wheel brakes 
on and four without the brakes and drums, perhaps you may be able to recover 
a few dollars on these brake parts. Also these axles would then pack into few 
cases, do not want to be mangy, but these only have certain value to us. 

Would like to hear from you re intermediate differential as soon as possible, 

Cheerio and good luck. 

Yours faithfully, 


Epwin Y. Lisrat. 

Mr. Green. Trucks. I appreciate the patience of this committee 
but must discuss one other subject before I sit down—the subject of 
trucks. 

In the immediate years following World War II, the U.S. Govern. 
ment disposed at domestic sales many hundreds of thousands of U.S, 
manufactured 4 by 4 and 6 by 6 vehicles. At that time many of the 
users purchased these vehicles for two reasons. The first and perhaps 
the most important factor at that time was the inability to obtain quick 
delivery on new vehicles and the other was that the vehicle was at what 
would be considered a bargain price. In the minds of the dealers 
and individuals who purchased these vehicles at Government sales 
there was always a great deal of doubt as to the practical uses that an 
all-wheeled drive military vehicle would serve in commercial peacetime 
use. Until these vehicles became available to the public there had been 
no general experience in the utilization of these types of vehicles and 
after the sales commenced their special applications were realized and 
a tremendous demand was established. 

It turned out, however, that these vehicles could be used in special 
situations in the domestic economy, particularly over bad terrain 
requiring heavy load capacities. 

It is true that some of these special purpose vehicles are available 
from manufacturers. These are, in the main, custom made and are 
now being manufactured because the use of 6 by 6 and 4 by 4 surplus 
Army trucks has demonstrated that there is a need for this type of 
equipment. 

It is clear, however, that the items manufactured cannot satisfy the 
breadth of the market for the vehicles because the price of these manu- 
factured vehicles, being custom made, is only within the reach of 
few. 

These trucks are used as house movers, water trucks, concrete mixers, 
off-the-road agricultural purposes, off-the-road servicing of utilities, 
and similar unorthodox uses. This means that the surplus trucks that 
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we sell for these purposes must all be specially fitted. Many thousands 
of dollars are therefore frequently spent on a truck over and above 
thecost of the truck itself. f 

Let me share a recent experience with you to prove our point. We 
made a recent sale to a large Los Angeles transportation company 
operating a proximately 300 pieces of equipment, many of which were 
purchased rom regular franchised dealers in our area. My cus- 
tomer explained to me that he held a contract to lay a pipeline through 
rough mountain terrain. The trucks would be worthless at the end of 
the 4 months required to complete the job. 

Isold them to him for $1,900 each. At that price he could afford to 
buy the trucks and bid for the job. Were he required, however, to buy 
anew truck at a cost of approximately $20,000 each, it would have 
been impossible for him to bid on the contract because the trucks were 
of no use after the construction of the job and only had a salvage value. 

I recently sold to a sizable contracting firm several 6 by 6 214-ton 
International military type trucks of 1944-45 models. The buyer of 
these trucks will mount new cement mixers on these units. Inasmuch 
as most army trucks do not have closed conventional type factory- 
manufactured cabs, he will buy and install them. He also will pur- 
chase 10 new tires for each vehicles from new-tire dealers. 

They were freighted from my California yards to Louisville, Ky., by 
common carriers. My price per vehicle was $1,600 each; the additional 
preparation required before the vehicle can do the job indicated 
will cost an absolute minimum of $10,000 per vehicle. I personally 
believe that his estimate will be considerably exceeded, but we may 
consider this $10,000 as a minimum. 

After all of the work has been accomplished, these vehicles will be 
shipped to Brazil for the work on the new capital city, Brazilia, by an 
American contractor, on American ships. 

You might well ask why this buyer was willing to spend $10,000 
to refit a surplus vehicle. Why didn’t he purchase new equipment; he 
obviously could afford to do so. 

It was his statement that his previous success on similar jobs made 
this particular vehicle the best economic bet to successfully carry out 
his contract. 

In closing this particular illustration I would like to point out that 
this operator maintains a fleet in excess of 150 ready-mix cement trucks 
of conventional manufacture, yet for certain specific jobs he demands 
and needs the Government surplus vehicle. 

May we examine another outstanding example where the use of 
surplus trucks have made an unusual contribution to the U.S. economy. 
We pecepeted in a sale which should be looked at for its interest- 
ing benefit to the economy. In this particular case we sold 58 214-ton, 
6 by 6 Navy type 1943-44 model International trucks to a firm in the 
Midwest. These trucks will be shipped by common carrier to the 
Midwest, a sizable shipment for the trucking industry. The buyer of 
these vehicles, by reason of his particular business operation, is obliged 
to completely overhaul these trucks in every respect. This means 
that he will have to obtain components from all and every source avail- 
able, tire manufacturers for tires, sheet metal fabricators for closed 
cabs, crane units, tank units, wrecker units, and other special features 
required by his customers. By far the greatest amount expended for 
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the completed finished product is expended for the modification ang 
fittings. The actual initial cost paid to us for the truck is only a 
modest portion of the cost of the finished product. 

I would like to briefly summarize the background of this par- 
ticular transaction, because it is typical in all basic respects to the 
character of all our activities in this field. , 

These trucks were purchased by my firm in Japan from the U.S, 
Navy for approximately $500 each. We were then obliged to move 
them to a Japanese port at a cost of $75 per unit. These vehicles 
were than loaded on board a U.S.-flag steamer and shipped to Los 
Angeles at a freight rate of approximately $350 per unit. 

It is worth nothing, incidentally, that this steamship line is sub- 
sidized by the U.S. Government. 

It then cost approximately $30 each to have a trucker transport the 
vehicle from the harbor to our yards. At this point, it is interesting 
to note the benefits accruing to American commerce. A depressed 
U.S. merchant marine has earned badly needed revenue, the ca 
was unloaded by American stevedores, marine insurance was placed 
with an American underwriter, a Los Angeles customs broker was 
employed to document the clearance, a California trucker removed the 
trucks to our yards where more man-hours were devoted to the trans- 
action. 

When you note the expenditures on our part as well as that which 
will be expended by the Midwest buyer, it must be illuminating te 
see the contributions for labor, transport, and all other costs prior 
to delivery to the end user. 

We realized a profit of approximately 10 percent on our investment, 
which is a good return on volume sales. 

Frankly, we feel that this modest profit is justified by the fact that 
we are a young company and that we are helping to create a market 
and continue to serve the needs of industry and can pass on to the 
ultimate consumer a good value at a fair price. This at a time when 
many industries are selling at artificially inflated prices. 

In spite of these examples, we cannot obtain licenses. We are told 
by the Department of Commerce that shortages do not exist. Yet the 
true facts are to the contrary. 

I have in my hand a letter from White Motor Co., Los Angeles office, 
Reo Division. We have a great demand for this Reo 6 by 6 military 
truck. In fact, our companies have sold approximately 100 of these 
trucks within the last 6 months and other Los Angeles dealers known 
to me have sold considerably more. We make these sales at a price 
of approximately $2,000, $2,500, depending on the condition of the 
vehicles. 

The letter from the White Motor Co. makes it clear that to pur- 
chase one of these new units would cost more than $11,500 for a chassis 
only, and that it would take anywhere from 55 to 70 days for a truck 
to reach the Los Angeles market. 

This proves, Mr. Chairman, that there is a market for our truck 
and there is also apparently a separate market for the new truck. 
There is no underestimation of the fact that there are no new trucks 
in supply, even at that price and with the time required to get de- 
livery, because obviously this company is selling to its capacity at its 
price. They don’t have any trucks available. 
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{ would like to read one small paragraph from this letter if I 
may. In the second paragraph of this letter from the White Motor 
Co., Reo Division, they say to me: 

We wish to point out that certain components supplied in the military ver- 

n of the Reo 6x6 are only available on purchases made by them and cannot 
oe t into civilian production. Due to the fact that Reo has made a con- 
siderable number of 6x6 vehicles for the Government, they just recently com- 
pleted a large contract. Tooling is located in their plant that is only operated 
when units are produced on Government purchase. 

They say other things which you will read later. They do men- 
tion, though ' : 

Mr. Rinrexs. What is the date of that? ee 

Mr. Green. June 16, 1959. They also mention in the final para- 

ph that in view of the present steel crisis, they urge us to order 
quickly. bins ‘ 

[ also have a letter from the Chicago office of the Mack Truck 
(Co. This letter talks about delivery in 90 to 120 days “because so 
many orders have been received in excess of the factory capacity.” 
We are delighted that Mack Truck is selling its trucks and doing 
business. We knew they would. We are not in direct competition 
with them. We have sold surplus Mack trucks this year that were 
among the last licenses that we received. 

I would like to read this letter from Mack Truck Co. It is ad- 
dressed to the Green Bros, Truck Sales in Chicago, Il. : 

GENTLEMEN: Referring to your inquiry regarding delivery of new Mack 
tandem truck chassis, because so many orders have been received in excess of 
the factory capacity, the present expected delivery on quantity orders is 90 to 
120 days. 

On occasion, we are able to fill orders for a single unit in less time. We 
do hope you will submit any proposition you may have as your wishes will be 
submitted to our factory and an exact estimate made by them. 

There is also a letter here from the F. W. D. Co. of Chicago, the 
compony that specializes in the heavy duty truck, which talks about 
aminimum of 90 to 180 days for delivery. Here, too, it would ap- 
pear that the company is at maximum production. They sell their 
new trucks and we sell the surplus trucks. We each have our own 
markets, and do not conflict with one another. 

This letter says: 


Depending upon the units that we have available, it would be a minimum of 


# to 180 days’ wait, barring a steel strike or other difficulties encountered by 
our suppliers of parts. 


(The letters referred to above are as follows :) 


THE WHITE Moror Co., 
Los Angeles, Calif., June 16, 1959. 





Green TrRucKS SaLEs, INC., 
Ios Angeles, Calif. 


(Attention of Mr. Seymour Green.) 


GENTLEMEN: We are quoting you the Reo model C—440 6x6 truck chassis as 
per Our conversation of Monday. Specifications are kept to a minimum and 
follow those of the data sheet listing standard equipment. A complete list of 
the components is outlined below as well as the OH-170 engine option. 

We wish to point out that certain components supplied in the military version 
of the Reo 6x6 are only available on purchases made by them and cannot be put 
into civilian production. Due to the fact that Reo has made a considerable 
number of 6x6 vehicles for the Government, they just recently completed a 
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large contract, tooling is located in their plant that is only operated whe 


over D units 
are produced on Government purchase. The current L-77 transfer cage > 


well as the F—2090 front axle, have had improvements from those used j 
production 20 years ago. They are current units as can be seen by the r z 
on the axle which now is 10,500 pounds. 

Delivery of these trucks after receipt of an order as quoted below is based on 


ating 


best possible information available now. Due to the demand for heavy duty 
vehicles all suppliers of components to us are delayed in making deliveries 
and it has the end effect of making it look as if the truck manufacturer js to 
blame for the long delays. All urgency in placing the order with us is recom- 
mended in order to get the chassis here at the soonest possible time, 
of the present steel crisis, this is all the more important. 

Following are the specifications: 

Model: Reo C-440. 

GVW rating: 43,000 pounds. 

Wheelbase : 164 inches. 

Engine : Reo OA-145 (see attached specification sheet). 

Fuel tank : Side mounted 30-gallon tank. 

Electrical system : 12-volt, 30-ampere. 

Battery : 12-volt, 13-plate, 70-ampere-hour. 

Clutch : 12-inch. 

Transmission : Clark 205V. 

Transfer case: Timken T-77. 

Front axle: Timken F—2090; ratio, 7.59. 

Rear axle: Timken SLD; ratio, 7.67. 

Brakes: Westinghouse air. 

Hand brake: 4-shoe, 14-inch. 

Steering : Ross TE-71. 

Wheels: (6) 10 stud Budd. 

Tires: (6) 10.00x20, 12-ply tubed type. 

Frame: Double channel. 

Cab: 3-man all steel with ash tray, glove box, lock for each door, cigarette 
lighter, etc. 

Windshield wiper : Dual electric. 

Plus all standard attachments and accessories as per attached specification sheet. 

Your net price, f.o.b. Los Angeles, exclusive of California sales tax, is $11,363.60, 
When the OH-170, 13-inch clutch and 290V transmission is supplied in lieu 
of their smaller counterparts, the price is $11,634.25. These prices are our dealer 
net prices and should not be revealed to the trade. 

Upon checking with our factory, we are informed that they can produce these 
units in 45 to 60 days after receipt of order. That would put theses units into 
Los Angeles in 55 to 70 days. 

Yours very truly, 


In view 


EDWARD LENSCH. 


Mack Trucks, INc., 
Chicago, Ill., June 12, 1959. 
GREEN Bros. TRucK SALES, 
Chicago, Ill. 


GENTLEMEN : Referring to your inquiry regarding delivery of new Mack tan- 
dem truck chassis. 

Because so many orders have been received in excess of the factory capacity 
the present expected delivery on quantity orders is 90 to 120 days. 

On occasion we are able to fill orders for a single unit in less time. 

We do hope you will submit any proposition you may have, as your wishes 
will be submitted to our factory and an exact estimate made by them. 

Very truly yours, 
JAMES H. Hecarry, 
Sales Representative. 
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J.& J. F.W.D. SALES AND SERVICE Co., 


Chicago, Til., June 17, 1959. 
< SALES, INC. 
GREEN Bros. TRUCK SA ’ ’ 


cnieago, IU. } | 

GENTLEMEN : We have contacted the factory regarding delivery of 6 by 4 or 
6 by 6 heavy-duty model trucks. tk. 

Depending upon the units that we have available, it will be a minimum of 90 
to 180 days wait, barring a steel strike or other difficulties encountered by our 
suppliers of parts. 

Yours very truly, 


J. Kawa. 

Mr. Chairman, I am grateful to you and the members of this com- 
mittee for your patience. You have been understanding, and I trust 
that my testimony has been helpful to you in seeing that the problem 
of foreign excess property is not as simple and one sided as it was 
made to appear to you last July. We hope that this information will 
help you to reconsider the conclusions ee arrived at last year and 
see the reasons why we are convinced that the Department of Com- 
merce order of January 15 is one which has no rightful place in the 
administration of the law. 

Mr. Fascetz. Thank you, Mr. Green. 

Mr. Brown. 

Mr. Brown. Mr. Chairman, I arrived late, but I hastily went over 
the part of the gentleman’s testimony that I did not hear, and I have 
several thoughts running through my mind. 

Of course, this order was issued and this action was taken on the 
basis of protecting the domestic market and the manufacturers. If 
I recall correctly, your testimony back here that I read on sheep’s-foot 
rollers, it was to the effect that you could buy them, but they were 
higher priced than the used rollers. Do you think it is just a ques- 
tion of price that is involved here or a question of protecting the 
employment of the people who make these and protecting the market 
for American producers ¢ 

Mr. Green. I think, Mr. Brown, that neither of those are the real 
matter. There are contractors, thousands of them, who never in their 
life have bought a new piece of equipment. 

Mr. Brown. I presume they won’t as long as they can buy them at 
amuch lower price from a secondhand dealer. 

Mr. Green. I would differ, sir. There are also hundreds of con- 
tractors who never buy anything but new. It is a question of their 
pocketbook, how big they are, and there are many roads to success. 

They both reach a successful point with their own business habits 
and ways. The man who buys the used ones usually is not the big 
contractor; he is the smaller man. 

Now, a sheep’s-foot roller is really a peculiar kind of a piece of 
equipment. 

Mr. Brown. I know them. I have used them. I know what they 
are, So you don’t have to describe one to me. And I will say to you 
that they have a very, very long life, usually. 
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Mr. Green. Right,sir. This is what makes the demand for the ugeg 
ones so great, Mr. Brown, because there are no gears and there ig no 
motor. This is a piece that is towed, towed behind. Nothing wea 
out except teeth, as Mr. Anderson pointed out last year. 

So if a man, contractor, had the availability of a used Sheep’s-foot 
roller, why wouldn’t he want it rather than the new one? 

Mr. Brown. That is exactly right. When he can buy one from, 
dealer of used goods that is shipped in from overseas, what somebod 
in the Defense Department foolishly bought more of than needed 
then, of course, there are few new ones sold, for the average indi. 
vidual is a little saving in nature, and will turn around, of course, ang 
buy one of those, knowing that there is virtually no wearout to them 
if he can buy it for a lot less than a new one would cost. 

But, at the same time, the manufacturer of the new one then lays 
off his men, for he has no employment. A whole problem here jg 
what we can do with this surplus from overseas to bring in that which 


’ 


will not injure the economy of this country, and injure labor employed 


in this country, and will still permit the Government to get back some 
of its money from surplus, do what we should to protect our own 
economy here at home, and not to dump all of this on the domestic 
market. 

The Government owns a great deal of surplus, and if it dumped 
all of it on the market at one time it would wreck a great many indus- 
tries in this country. I just don’t go along with you on your sheep’ 
foot-roller argument at all. 

Mr. Green. I think on the analysis you have given us, Congress. 
man Brown, you are correct, but there is more. 

Mr. Brown. I know there is more, but I thought I would pick up 
that point. 

Mr. Green. There is more that industry will prove for us ina 
moment. First of all, the franchise dealer in Los Angeles doesn't 
have any in stock. 

Mr. Brown. That is his business. 

Mr. Green. No, it is not—— 

Mr. Brown. I don’t have a single one of these surplus dealers in 
my district, so I can say that I am being discriminated against. 

Mr. Green. That may be his business, but the contractor, neverthe- 
less, the public is the one that is suffering. 

Mr. Brown. Maybe the public in my district is suffering because we 
don’t have one of your group in it where I can buy this item quickly 
and suddenly, and not have to go out of town for it. 

Well, that might be in Los Angeles, but that is the first time I ever 
amey anybody there who was behind the march of progress, but maybe 
they are. 

Mr. Green. I don’t believe, Mr. Congressman, that you were here 
at the time I discussed the sheep’s-foot rollers. 

Mr. Brown. But I read it, and I think I absorbed what you said. 

Mr. Green. What I didn’t read and tell the other members of the 
committee, in which I held for just such a question as your, sir, was 4 
little note which was given to all the salesmen of the Crooks Co., the 
Los Angeles distributor for this particular sheep’s-foot roller. This 
says: 
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The sheep’s-foot tamper is—which I have asked for—are 4 by 4, 

which are a smaller sheep’s-foot roller than the one they are advertis- 

ing here. This is a 5 by 5. It is a much bigger sheep’s-foot roller. 
ey say: 

rd i, please see Jack de Muth. The price f.o.b. will be Los Angeles, 

$4,350. . 

This is a used sheep’s-foot roller, the only one they have available, 

350, Congressman Brown, is 95 percent of the new cost of the 
sheep’s-foot roller. This is inflationary. This is inflation. 

This man would sharpen his pencil if there were a sheep s-foot roller 
competitive to his, and the contractor and the public would finally get 
the benefit of it. ' 

Mr. Brown. There is no question about that. 

Mr. Green. I would like to submit this in the record also. _ 

Mr. Brown. On the other hand, the purchaser might just decide he 
will pay the other 5 percent and get an entirely new one. There isn’t 
any question but what secondhand goods bought at very low prices 
from the Government surplus can undersell the market almost any- 
where. That is the whole thing this act is supposed to protect the 
American economy from—unfair competition from surplus supplies 
purchased overseas which have been paid for once by the taxpayers. 

Mr. Green. The dealer says he will deliver the 4 by 4 sheep’s-foot 
roller to Los Angeles in approximately 15 days. It would now take 
longer to deliver the 5 by 5, and I don’t know what, your experience 
has been with factories when business has been booming. But if they 
say 15 days, you can usually count on 30. 

r. Brown. I can understand that, but I can also understand that 
maybe there are times when you can’t fill an order because you don’t 
have something which somebody wants to buy, and you may have to 
wait just the same as any other industry has to wait for a delivery. 

I am sure that you just can’t supply every thing that anybody 
wants to buy from you right off the bat. So that timelag doesn’t al- 
ways mean much in my opinion. 

Mr. Green. You are right, sir, but I would say that we go to greater 
lengths to try to supply it than the independent manufacturer. 

Mr. Brown. That is true in private enterprise. One automobile 
dealer will go to further lengths to supply his market, and another 
one will give more or less for a used car on a trade, and he may sell 
aused car for a higher price or a lower price than some competitor. 
But that is just a part of the competitive market. 

Mr. Green. Would you consider, sir, the loss to the contractor dur- 
ing the 15 or 20 days waiting period for his sheep’s-foot roller to be a 
ape, thing for the economy of the United States? He has lost 15 or 

ays use. 

Mr. Brown. That is not a good thing, but it would not be a bit 
worse for him than if he had to wait 15 or 20 days to get a used one 
from you that had been shipped from Japan. 

Mr. Green. But mine are in Los Angeles. 

Mr. Brown. They are now, sometimes they are not. 

Mr. Green. The demand is there. It has been there for 2 years, 
sir, and the condition has been the same all of the time. 

r. Brown. You just simply haven’t made your point with me on 
Iam sorry. I can understand your position. 
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I don’t want to be unkind about it, but it has been my experiences 
listening to the testimony of a great many people on a great man 
different things, including manufacturers, that there is just a little 
selfishness in almost everybody. 

Mr. Green. That is right, sir. 

Mr. Brown. They would rather have the market their way. They 
would rather have a situation turned to their advantage. 

They think the competitor is cheating a little, maybe, when he gets 
the business. We have to weigh the best we can what is in the beg 
interest of all the people of the United States. 

Mr. Green. I think Chairman Olmstead summed it up very capably 
at the Appeals Board hearing when he said that we are all in this to 
make a buck. 

Mr. Brown. Yes, and some people are more interested in bucks 
than others. I believe in incentive principles. I believe in the free 
enterprise principle, but at the same time I do not believe in unfair 
competition. 

Mr. Kampetman. Mr. Brown, if I may comment on the point that 
I think is at issue, and we intend to develop it with a later witness, | 
think we are perfectly prepared to accept the fact that the statute says 
a benefit to the economy. We don’t define that to mean benefit to the 
manufacturer alone. 

Mr. Brown. I don’t either. I am talking about all of the United 
States. 

Mr. Kampetman. Exactly. 

Mr. Brown. But I am not unmindful of the fact that the American 
people subsidized this stuff that you are selling. 

That is the reason why you are buying it. cheaper, because as I said 
at the very beginning of these hearings, we have had bad procurement 
practices, and the American people are picking up the tab when you 
buy it cheaper. 

Mr. Kampre.MANn. The American people get that money back when 
we are able to buy it. 

Mr. Brown. Oh, yes; a little bit. 

Mr. Kamretman. A little bit, and the more competition there is, 
the higher the price will be. 

Mr. Brown. I know, and if you can sell it in foreign markets, that 
is better, and you can do that under these conditions. 

I have been just as critical of the Department of Commerce on some 
matters that have come up here as I am of this. But where an item 
is found to be in short supply, where it is found to be in the best in- 
terest of the country to bring it in, it ought to be brought in. Where 
it isn’t, it ought not to be brought in. 

I am not unmindful of the fact that there are a few people named 
John Q. Public who put a lot of money for a lot of these surplus items 
being sold at a high profit. I have been around a long while, too, in 
the business world. It is sold at a good profit at the expense of the 
American taxpayer. It doesn’t all go to the American taxpayer. 

Mr. KampetmMan. No, but at this particular point, Mr. Brown, ou 

‘ase would be that if the American market is available, the bids for 
what the Government would recoup through the sale of surplus will 
be higher. 
Mr. Brown. You have to weigh their 
Mr. Kampetman. And that has to be weighed 
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Mr. Brown. Whether what they recover is of more value to the 

jonal economy. 
Oe Kernan. Exactly. , 

Mr. Brown. That is the unemployment that is created because of 
what I would term in a great many instances unfair competition, be- 
cause it has been subsidized out of the public treasury at these prices. 

[ want everybody to make a profit, including the men in your trade, 
but I want it to be on a fair and equal basis. 

Mr. Kampetman. All our case is, Mr. Brown, and I hope that you 
will be here when our economist testifies on this—— 

Mr. Brown. My lunch wasn’t very good and then I read this 
sheep’s-foot roller statement here, and you would have made a much 
better impression if you had left that out. I know what a sheep’s-foot 

is. 
an Green. Mr. Brown, you said you just read what that one 
Pe Brown. No, I don’t want to discuss all of them at this time. 
I just picked that one out. I complimented your counsel the other 
day on his ability, and I don’t believe he read that statement. That 
isall, Mr. Chairman. | 

Mr. FasceiL. Mr. Smith? Any comments from the Department ? 

Mr. Rrvters. I would just like to ask the witness a question if I 
may, Mr. Chairman. 

Mr. Fasceiy. Alright, Mr. Rintels, go right ahead. 

Mr. Rinrers. Mr. Green, you testified I think that there were $250,- 
000 to $300,000 of construction equipment and machinery in bond in 
your area. mr 

Mr. Green. That is right. 

Mr. Rinrets. Will you please tell the committee on what evalua- 
tion that is based. Is that on acquisition costs from the Government 
or is that on the sales price to the purchasers who hold it in bond? 

Mr. Green. That is based on the landed cost. That would have 
included the sales price, our expense in Japan and freight costs. I 
can’t tell you our exact cost in Japan, but on construction our goods 
are usually 15 to 20 percent of acquisition cost. 

Mr. Rinters. So that the Government’s acquisition cost on that 
would run from five or six or seven times the figures which you men- 
tioned. 

Mr. Green. Yes, but I don’t know what you are trying to point out, 
Mr. Rintels, because I showed the committee pictures of cranes that 
looked like crushed sardine cans, and I don’t see why you relate them 
tonew acquisition costs of brand new cranes. 

Mr. Fasceiy. I think the point is simply that I might be talking 
in millions based on acquisition costs, and you might be talking in 
thousands based on your acquisition costs. 

Mr. Kampriman. Mr. Chairman, we have gone into that question, 
and the information given to me by people in the business is that the 
original acquisition cost of those items came to approximately $1 
million, The figures of $250,000 to $300,000 is the landed cost which 
includes not only the price paid but the shipping costs. 

Mr. Fasceit. Since we are talking in generalities, you are talking 


about the specific items that Mr. Green was talking about in his 
testimony. 
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Mr. Kampetman. Yes, the total amount in bond on the west coast 

Mr. Green. There were three people, Mr. Chairman, that had 
equipment in bond at that time in the United States and I was one 
of them. Ellis Co. was one of them and the Schnitzer Steel Products 
They are the only three companies that had material in bond. 

Mr. Rintets. I might say, Mr. Chairman, that it is impossible foy 
the Department at this time to meet Mr. Green’s presentation or that 
of the other witnesses. 

Mr. Fascetit. We understand that. 

Mr. Riv ets. On a point-by-point basis, without exhausting the 
time and patience of the committee, I would like to suggest that the 
Department be given the privilege, if it may, of submitting relevant 
material to the committee at a later date to cover such points as we 
think should be met. 

Mr. Fasceix. I am sure you will have that opportunity, and ag q 
matter of fact, when we conclude these hearings they will be recessed 
and opened again at the call of the chairman. I don’t know whether 
the chairman desires to hear from the Department later on or not, 
but in any event you would certainly have the opportunity to review 
the transcript and present whatever relevant material you may desire, 

Mr. Rinrexs. Thank you, Mr. Chairman. " 

Mr. Fascet.. That is before we close the record. 

Mr. Drumm. Mr. Chairman, I think it ought to be noted that a num- 
ber of the cases that Mr. Green has been reciting are cases and faets 
that antedate the passage of this new regulation. 

Mr. Fascetu. Yes. 

Mr. Brown. I want to get back to the sheep’s-foot roller. I don't 
know a thing about these cranes, so you may be right that they look 
like sardine cans. 

Mr. Green. There are photographs of them. 

Mr. Brown. I saw some pictures there. I don’t know a think about 
that. Iamnot arguing about that. 

But I do know something about a sheep’s-foot roller, and T notice 
here you say in your report, and I thought I read it correctly: 

We can sell that sheep’s-foot roller for approximately $1,000, depending on the 
market conditions. 

You have also said somewhere else something about the profits that 
you make. 

A new 4 by 4 sheep’s-foot roller would cost $2,860 with a delivery date of 
approximately 14 days. 

I have never seen any sheep’s-foot rollers, used sheep’s-foot rollers, 
that. looked like sardine cans. 

Mr. Green. I didn’t say that. 

Mr. Brown. I know you didn’t say that, but where you have one 
product like your crane that looks like a sardine can, all mashed up, 
and you have another product like a sheep’s-foot. roller which is virtu- 
ally indestructible and will last many, many years, and so forth, that 
you bought in Japan or someplace else and imported into this country, 
you must have bought it at a very low price, because the shipping 
charges would be heavy on it, if you were going to sell it at $1,000 
to make a profit. 
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It probably cost the Government $2,860 or close to it when they 
bought it, or maybe a little lower amount. But you, of course, can 
yndersell the market in a place like that, and you are doing it at the 
very time that sheep’s-foot rollers are available from the regular 
manufacturer. In a case like that I think that the Department is 
entirely within its rights im trying to protect the domestic indust ry. 

Now it gets to the fact whether you are going to bring this in and 
make these very good profits you talked about, on a $1,000 sale, or 
whether you are going to have the plant that manufactures sheep’s- 
foot rollers or any one of a number of them either close down because 
of this surplus conipetition, or lay off a number of their men. 

Mr. KampenmMan. Mr. Brown, may I comment ? 

Mr. Brown. Itisthat simple. Yes, sure. 

Mr. Kampriman. You say protect the American industry. That 
isnot what the statute says. 

Mr. Brown. I am not talking about the statute. It protects the 
American economy. 

The national economy includes labor, employment of different kinds. 
It includes the manufacturers’ right to make a profit here at home 
and on his own business, and not to have his own business shut down 
suddenly because of a flow of surplus and foreign competition. 

Mr. KamreimMan. But doesn’t that, Mr. Brown, mean that it is a 
factor to be considered and weighed with other factors ? 

Mr. Brown. Certainly. 

Mr. Kampeeiman. And if the facts are that any importation - 

Mr. Brown. That is the reason why I ascertained the sheep’s-foot 
roller. 

Mr. Kampzeiman. I think we can demonstrate, and we have other 
witnesses, that this will not adversely affect the economy. It 
factor to be considered. , 

Mr. Brown. But you know if I am manufacturing sheep’s-foot 
tractors, or 1 am working in a plant manufacturing them and I lose 
my job, I will think the national economy has been affected because of 
Government surplus being sold in direct competition with my prod- 
uct, When I have been taxed to beat hades to pay for that surplus 
inthe first place. 

Mr. Kampetman. And this must be balanced as against other fac- 
tors to be considered. 

Mr. Brown. Oh, sure. 

Mr. KawpenmMan. Which is all we are saying. 

Mr. Brown. That is what we are trying to do. 

Mr. Kamrenman. That is right. 

Mr. Brown. You have made some good points in some of your 
presentations, but I don’t think this is one of them, and T think it 
illustrates just the other side of the picture. That is the reason why 
lealled it to the attention of the committee. 

Mr. Fascenz. Mr. Rintels. 


Mr. Rivers. May I point out, Mr. Chairman, that Mr. Kampelman 


stated that he did not think that this would adversely affect the 
economy. 


is a 


Idon’t know whether this was a Freudian slip or not, but we have 
attempted to hold the line on the language of the statute that the 
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importation must benefit the economy. A mere lack of injury we cop. 
sider to be irrelevant. 

Now I believe this is a point which Mr. Nathan is going to take up 
in his argument. But we feel that an important distinction exists 
between a failure to injure the economy and the affirmative benefit to 
the economy which is demanded by the statute. 

Mr. Fascerx. I appreciate your bringing that point out. How 
about answering this one for me, then ? 

In the determination of what is a domestic shortage, does the De. 
partment consider if a plant is operating at full capacity and equip. 
ment or an item is not immediately available or available in what 
would be the due course of business ? 

Mr. Rinvets. If there is a stretchout on normal leadtime, this js q 
factor pointing to shortage. 

Mr. Fasceti. What is normal leadtime, I mean in business par. 
lance? Does it mean leadtime today or yesterday or last night or 
tomorrow ¢ 

Mr. Rivers. Well, I think that there are different norms for dif. 
ferent industries. But each industry normally does have its own 
norms. 

Mr. Kampreiman. But if the business is at full capacity, won’t the 
normal leadtime be longer than that business production which is of 
less capacity ? 

Mr. Rinters. Not necessarily ; no. 

Mr. KamretmMan. Not necessarily, but there are times when that js 
the case. Thisisa fact. 

Mr. Fascetx. I don’t think the question of leadtime bears on it. 

Mr. KampeiMan. That is the point. 

Mr. Fascett. Unless the Department considers this as not con- 
tributing to a shortage. . 

Mr. Rryrers. There may be inventories, there may be shelf stock of 
all kinds. Leadtime enters into the problem usually in connection 
with purchases of custom equipment and purchases of large quanti- 
ties which are not normally procurable from inventory. 

Mr. Brown. May I comment on that ? 

I perhaps unwisely invested some of my money in newspaper presses 
at different times. The leadtime on a newspaper press may run any- 
where from a year to 2 years, because they just don’t keep the big 
ones in stock. ; 

You just don’t reach up on the shelf and pull one down like you 
do a box of corn flakes. " 

That is a different leadtime than on Linotypes, which, we will say, 
are used in a newspaper shop. I suspect that the leadtime is long on 
most of these cranes that have been mentioned, for they don’t just 
keep them sitting around waiting to be delivered. 

It is certainly a much longer leadtime than on an ordinary auto 
mobile or truck, and so it varies not only on every line of production, 
but as to the different items of production. 

The question of oversupply or shortage of supply, in my opinion, 
would depend entirely upon whether or not the orders are piled up to 


where they say, “We can’t even start working on your order for? | 
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If I need a newspaper press, I go out and try to look for a second- 
hand one if I can’t get a new one within a reasonable time. I think 
that is an illustration. Sie 

Mr. Fascetn. I think that is one of the criteria. I would probably 
say, and I won’t hold myself to this analysis, that leadtime as such 
does not per se indicate a shortage, nor does it at the same time indi- 
cate that you are current. ; 

But it does bring up the question as to whether or not when a plant 
is operating at full capacity under production of new items, leadtime 
or not, whether or not. then you have the right to consider under the 
law the importation of a secondhand item which might be detail for 
detail, spec for spec the exact new item which is being constructed. 

I don’t know ; [am asking. 

Mr. Brown. The chairman is entirely right. That is exactly the 
situation as I see it. 

Mr. Rrvtets. I am grateful to Congressman Brown for the examples 
which he gave, which I think are better perhaps than the answer which 
I gave to the chairman. 

I think that it comes down to this: That there are a great many 
items, particularly the larger and more complex ones, where it is the 
standard discipline of the marketplace not to expect immediate de- 
livery, and where the delivery date is pretty well recognized in the 
trade, that there is a gap between the time that the order is placed 
and the article is delivered. 

Now this is a known factor. It will be different for different 
products, but it is relatively a constant within particular industries. 

Now, if above that constant there is a stretchout, this we consider 
to be demonstrable evidence of shortage. 

Mr. Fasceti. Yes. In other words, in that case you would apply 
it even though the plant is operating at 50 percent of capacity or at 
full capacity ? 

Mr. Rrvteis. To the best of my ability to answer the question, we 
would apply it irrespective of the rate of operation. 

Mr. Fasceizi. In other words, an unusual stretchout. 

Mr. Rintexs. Yes. 

Mr. Kamreiman. It is, of course, understood, Mr. Chairman, that 
the leadtime for an item talked about by Mr. Green, with a relative 
cost of $2,000, would be quite of a different order than the leadtime of 
a piece of equipment that costs a few hundred thousand dollars where 
they certainly don’t keep those around. 

Mr. Fasceix. Irrespective of leadtime, the proposition I am inter- 
ested in is if you have a specialized piece of equipment on which 
your domestic production is at full capacity, and there is no question 
involved about the manufacturer using his orders to expand his plant 
ortoadd labor or in any way to affect dividends on his stock, and there 
I§no question on all other factors which deal with either his economic 
Position or the overall economic position of that particular entire 
industry in the country, then the question seems to be, to me, is this 
short supply ? 

Does this have a bearing on whether or not the importation of the 


identical secondhand item into the country would be beneficial to the 
economy ¢ 
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_ Mr. Brown. It goes a little further than that, Mr. Chairman; tha 
is this leadtime. ; 

Suppose we have a steel strike July 1 and the manufacturer can't 
get the steel to manufacture the thing that he is producing, 

His leadtime is stretched out immediately through no fault of his 
own. 

Now that may create a situation where it can do no damage to the 
economy, but instead it might be helpful to the economy to bring 
certain products in from abroad. That again is a matter of judgmen; 
that has to be exercised by somebody that has that responsibility, 
know my friend Nathan doesn’t agree with me. 

Mr. Narwan. I agree 100 percent. They can’t do it, though. 

Mr. Brown. I think they should. If they can’t, they ought hs 
have the authority to do something of that sort. ee 

[ would like to clarify this situation with my own personal experi. 
ence. The normal leadtime on a Linotype, which is a very compli- 
cated machine, is anywhere from 3 to 6 months, normally, But I 
have seen the time when they would tell you they couldn’t guarantee 
delivery, because of back orders, for 2 years or more. 

Under such conditions it might be beneficial to the economy if the 
U.S. Government owned 6 or 8 or 10 Linotypes that newspapers 
needed that were over in Japan, to permit those Linotypes to come jn, 
and it would not affect the economy of this country. 

Mr. KampetmMan. Mr. Brown, we want to make it clear we do not 
differ with you at all in your statement that these factors ought to be 
weighed. We want them weighed. 

Our feeling is when you see only one application granted since 
January 1, out of 60 some odd, we don’t think they are being weighed, 
We don’t think the regulations are allowing them to be weighed. 

Mr. Brown. I don’t think it ought to be based on what somebody 
can buy them for. Can you sell—you can sell them because they are 
cheaper. 

Mr. KampetmMan. Wouldn’t you agree it is one factor out of many? 
Mr. Brown. One factor, but a weak pin to put your confidence in 
‘tostandon. It might fall over. 

Mr. Kamretman. It might alone, but we have other factors. 

Mr. Monreomery. Mr. Green, are you able to obtain any of the 
cranes or rollers that you were talking about from sources other than 
foreign surplus? 

Mr. Green. I do all the time, sir, at domestic sales. 

Mr. Monrcomery. They are available in the domestic surplus 
market ? 

Mr. Green. They are being sold by the U.S. Government in domes- 
tic sales. I have been unsuccessful in most of my attempts to buy 
them because the demand is so great; there are so many users bidding 
against dealers at sales that we lose much more than we win. 

Mr. Monrcomery. In other words the price is a little high on the 
domestic sale ? 

Mr. Green. The price is high, sir, and also the policy in the United 
States is to put up one crane or one shovel at a time. They are bid 
individually. 

When you go overseas they will put them up in quantities of four 
or six because there are few bidders. There are few bidders overseas, 
fewer than there are at a domestic sale. 
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I live in California. If I were to attend a sale somewhere in the 
middle of the United States where there were 15 or 20 cranes, and I 
were successful in buying just 1, this would result in quite a loss for 
me, the expense, everything that goes into business. To purchase 
just one, it would make it pretty tough to come out of the deal. 

That is why we seek places where you can buy more than 1 at 
a time. 

Also the individual users who are the largest crane buyers at do- 
mestic sales in the United States, the general public, he can buy be- 
cause usually“it is close home to him. But he can’t go overseas because 
he won't spend two or three thousand for an airplane ticket and live 
in Japan for 6 months. His economy doesn’t warrant him doing that. 

It does me, and vice versa when I go to bid against him for one crane 
in Columbus, Ohio. 

Mr. Montrcomery. In that connection, about what percentage of 
your business would you say, that is, your purchases of surplus ma- 
terials, is from foreign sources as against domestic ? 

Mr. Green. Our purchases would probably be—it varies in different 
years, but I would say on the average for the last 5 years—about 65 
percent overseas and 35 percent domestic. 

I would also like to say that I have exported more than I have sold 
into the economy. Even on my domestic materials, 2 years ago I 
bought 137 trucks in Honolulu, 'T.H., which isn’t subject to this regu- 
lation. That can freely be brought into the economy. 

Isold the trucks to Australia. They never came into the economy. 
I sold $550,000 worth of surplus cranes that were in Australia, not 
U.S. Government surplus, Australian surplus which was bought from 
factories in the United States and not subject to this law—lI sold them 
to the Government of Sweden, $550,000 worth. 

But they could have freely been brought into this country. They 
weren’t subject to this law. They were not U.S. Government surplus. 
They were Australian Government bought from the factory source. 

We have developed tremendous export markets. Exports are a 
great deal of our business. As I understand it, we have been losing 
export business in the country as a whole. But my export business has 
been increasing. 

But you can’t buy anything with a one-way street. Once you get 
material such as the material I sold to Holland, and you can say that 
it is for export only, first of all you are at a disadvantage. There are 
fewer people that you can sell it to. You are subject to getting knocked 
off on price. 

Now when I brought these cranes back, I knew that they were in 
short supply. I would have been a fool to bring something back in 
my area that was flooded, where the market was flooded. I think we 
know our business. I try what I think is the wisest way to run my 
business. 

Mr. Monrcomery. You brought those back under bond ? 

Mr. Green. I brought them back under bond, but I knew that there 
weren’t any around in the California area. 

_ Mr. Montcomery. The reason you brought them back under bond 
isthat at that time you could not get an import license. 

Mr. Green. No, [ could not get a license. 

Mr. Montcomery. And that was under the old regulations. 
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Mr. Green. Under the old regulation. 

Mr. Monteomery. Then, the new regulations have no effect on these 
transactions ¢ 

Mr. Green. Right. 

Mr. Kampetman. Except I want to point out, Mr. Montgomery— 
and this was pointed out by Mr. Green—that this was an experience 
under the old regulation and was illustrative of his view of the role 
of the BDSA which has been a continuing one. 


(The subcommittee subsequently received the following material :) 
STRASSER, SPIEGELBERG, F'RIeD & FRanx, 
Washir 
Mr. Etmer W. HENDERSON, shite 
Counsel, Executive and Legislative Reorganization Subcommittee, Committee on 
Government Operations, U.S. House of Representatives, Washington, D.¢. 

DEAR Mr. HENDERSON: Subsequent to the hearings on importation of foreign 
excess property last month, some further evidence was developed concerning the 
manner in which the BDSA Industry Divisions operate in connection with pro- 
viding advice to the FEPO as to the existence of a shortage or benefit to the 
national economy. 

Mr. Seymour Green has executed an affidavit describing these circumstances 
in considerable detail. We should be most grateful if this affidavit, which tells 
a highly significant and important story, could be made a part of the record 
of the subcommittee’s proceedings and incorporated in the published hearings, 

Sincerely yours, 


HAROLD P. Green, 
AFFIDAVIT 


Seymour J. Green, president, Green Truck Sales, Inc., 5753 South Alameda 
Street, Los Angeles 58, Calif., hereby deposes and states: 

1. Green Truck Sales, Inc., applied in June of 1959 for an FEP import deter. 
mination which would enable it to import 36 model W-—2 2-drum sheepfoot rollers 
(LeTourneau) and 2 model 802 Lima crawler-type: shovels (described as 
“salvage”), which items had been acquired by Green Truck Sales, Inc., in sur- 
plus disposal sales by the U.S. Government at overseas bases. On June 30, 1959, 
the Foreign Excess Property Officer denied this application. 

2. On June 30, 1959, Mr. Harry J. Smith, Jr., a representative of Green Truck 
Sales, Inc., met at the Department of Commerce concerning the aforesaid appli- 
cation with Messrs. Thomas Drumm, Deputy Administrator, Business and De 
fense Services Administration, Jonathan Rintels, counsel to BDSA, George C. 
Lovell, Deputy Foreign Excess Property Officer, and Robert Howe, of the Con- 
struction Machinery Division of BDSA. 

3. I was subsequently informed by Mr. Smith that Mr. Howe, in requesting 
the denial of the application, stated: 

(a) That the firm of Brown-Bevis-Industrial Equipment Co. of Les 
Angeles then had two 4 by 4 rollers in stock, and that R. H. Fox, of Van 
Nuys, Calif., had at least 60 rollers of varying sizes, including 4 by 4 rollers, 
in stock for sale or rental. 

(b) That, although there were no 802 Lima shovels in California to his 
knowledge, the manufacturer of the 802 Lima shovels reported that there 
were 6 new and 11 used 802’s available in the United States and that there 
were 77 new and 60 used two-yard shovels of various manufacture avail- 
able for sale in the United States. 

(c) That the buyer of the two YC9A cranes for which Green Truck Sales, 
Inc., had previously received import authorization had disposed of them 
within 1 week after the import authorization was issued. 

4. Upon receipt of this information from Mr. Smith, I contacted the afore 
said R. H. Fox and was informed that he had no sheepfoot rollers in stock then 
available for sale or rental, and that he had only two sheepfoot rollers then 
out on rental. Subsequently, Mr. Fox informed me that he has no dealer's 
resale number for purposes of California sales tax, no dealer’s resale license, 
and no place of business other than his home. 

5. I also contacted Brown-Bevis-Industrial Equipment Co. and was advised 
by that company that they had no 4 by 4 sheepfoot rollers in stock and did not 
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know where items of this type were obtainable. The letter from Brown-Bevis- 
Industrial Equipment Co. responding to my inquiry also stated: “This is one 
of the searcest pieces of equipment on the used market, usually sold imme- 
diately upon acquisition and usually at a price close to the price of a new 
” 

MAT also contacted Crook Co., of Los Angeles, a large dealer in construction 
equipment, eoncerning the availability of 4 by 4 sheepfoot rollers and was 
advised that: “We are unable to supply you with any used 4 by 4 sheepfoot 
tampers as the supply seems to be exhausted.” : 

7. I also contacted A. E. Fowler & Sons, of Orange, Calif., who had purchased 
the two YC9A cranes from Green Truck Sales, Inc. By letter of July 13, 1959, 
4, EB. Fowler & Sons emphatically stated that the cranes in question have not 
been sold, have remained in their possession since the date of delivery to them, 
and that they have spent ee $12,000 to date in rehabilitation and 

ion of these machines. 

ee aaly 21, 1959, I met with Mr. Lovell, Mr. Howe, Mr. Rintels, Mr. 
Thomas Bendorf, of Senator Engels office, Mr. Harry Smith and Mr. Max 
M. Kampelman, counsel to the American Association of Surplus Property Im- 

rters. In the course of this discussion Mr. Howe admitted the accuracy of 
the statements attributed to him by Mr. Smith. Mr. Howe specifically stated 
that he wished to retract the statemen which he had made concerning he alleged 
sale of the two YC9A cranes by A. E. Fowler & Sons. Mr. Howe also admitted 
that his comments on June 30 were based in large part on information more than 
a year old. Mr. Howe was not able to, and did not attempt to, contradict or 
controvert the information which I presented based on my inquiries to R. H. 
Fox, Brown-Bevis-Industrial Equipment Co., A. E. Fowler & Sons, and Crook Co. 

SEyYMouR J. GREEN, 

District OF COLUMBIA, 88° 

On this the 22d day of July 1959, before me personally appeared Seymour J. 
Green, and swore to, subscribed to, and acknowledged the within instrument. 

In witness whereof I have hereunto set my hand and official seal. 

[SEAL] IRENE GERSON, 

Notary Public of District of Columbia. 

My commission expires April 30, 1961. 


Mr. Fasceti. Thank you, Mr. Green. 

Mr. Brown. May I ask one quick question ? 

Mr. Fascery. Mr. Brown. 

Mr. Brown. What percentage of your business was in Government 
surplus prior to World War II? 

Mr. Green. Prior to World War II, Mr. Brown, I was never in 
business. I went into business 

Mr. Brown. Then you went into business on the basis of buying 
war surplus ? 

Mr. Green. I went into the war surplus business immediately after 
my discharge from the Army, I might add, with $3,000 that I won in 
acrap game on the boat coming home. 

Mr. Brown. That has been the basis for many great fortunes. 

Mr. Rivrers. Mr. Chairman, before we leave this witness, may I 
point to a provision of foreign excess property order I which deals spe- 
cifically with delays and stretchouts caused by work stoppages. 

Mr. Fascet.. Just cite it into the record if you will. 

Mr, Rintets. It is section 401.4(c) (6), and the catchline title is 
“Temporary or Seasonal Shortages.” 

Mr, Fascetn. Thank you. 

Mr. Kampetman. Our next witness, Mr. Chairman, is Mr. McWil- 
lams. Mr. McWilliams is our last industry witness. 

Mr. Fascerz. Mr. James McWilliams. All right, sir, we will be 
very happy to hear from you. 











164 IMPORTATION OF FOREIGN EXCESS PROPERTY 


STATEMENT OF JAMES McWILLIAMS, VICE PRESIDENT, yopy 
HAVEN TRUCK PARTS, BRONX, N.Y. 


Mr. McWuu1ams. Mr. Chairman, members of the committee, my 
name is James McWilliams. I am vice president of the Mott Haven 
Truck Parts,Inc. Weare in New York City. 

Mr. Brown. We are away from the west coast finally and back eagt 
Go ahead. 

Mr. McWitutaMs. Yes, sir. 

Our organization has been engaged for almost 30 years in the pur- 
chase, repair, overhaul, warehousing, and resale of heavy duty truck 
parts and part assemblies. Our organization employed 35 personnel, 

For the past 14 years our source of supply has been limited to war 
surplus material. Our source of supplies are both domestic and over. 
seas, rather, domestic and oversea sales by the U.S. Government, and 
an examination of our records reveals that the purchases have been 
approximately in equal proportion. 

Parts and part assemblies when received in our instalaltion must 
be repaired, overhauled before they can be presented as a salable item, 
Repair and overhauling is accomplished in our shop and in the shops 
of subcontractors. Parts are then maintained in our warehouse and 
held for sale both domestically and overseas. 

My purpose in appearing today is to help establish that insofar as 
the heavy duty truck parts field is concerned, « domestic shortage in 
fact does exist. 

Further, the importations of surplus property does assist in reliey- 
ing this shortage while simultaneously benefiting our economy in 
other ways. 

Most manufacturers in the automotive field do not recognize ye- 
hicles produced during World War IT as their responsibility. Aga 
result, manufacturers and distributors stock only those World War II 
parts applicable to current or recently produced vehicles. 

General Motors produced the greatest amount of automotive equip- 
ment for the Army during World War II. Yet in a response dated 
August 21, 1958, to an inquiry directed to them by the Department 
of Commerce Appeals Board—and I understand this response was 
submitted as evidence by Mr. Ellis—they clearly stated: 

Parts common to World War II 6x6 2%-ton vehicles and commercial trucks 
are available. Parts not common are not available. 

In other words, where they were producing today for their com- 
mercial market, the parts could be used for World War IT demand. 
This is not an isolated case, but a matter too prevalent with most auto- 
motive manufacturers. 

It is not practical to produce for limited demand all of the many 
thousands of parts peculiar to World War II vehicles. The ex- 
tremely high production costs would result in a part delivered at a 
price so high as to make operation of the vehicle impossible. 

If this situation confronts the largest. supplier of World War II 
equipment, the manufacturer with the greatest vehicle and equipment 
population in the field to service, then the production cost problem 
must be more aggravated for the smaller supplier. 

Essentially most manufacturers are not interested in this business. 
As an operator of a World War IIT GMC truck which you bought 
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from the Government for approximately $1,000, would you be ex- 
ected to discard your vehicle because of the need of an inexpensive 
Prt! The answer is of course “No,” and the supplier of this part 
isthe dealer in surplus parts. 

Unfortunately, domestic surplus does not completely satisfy the 
demand. It must be supplemented with foreign surplus. 

We have only been successful in keeping our inventory complete and 
comprehensive for the vehicles we service by buying abroad. It 
fey beers our experience that foreign surplus is not cheaper than 
domestic when importation is permitted. ’ 

We will concede that there are some manufacturers who do still 
furnish parts for World War II equipment, and this fact has been 
conveyed to the committee during last year’s hearings. However, 
close examination will prove that parts are only available when the 
yehicle or assembly is currently produced for commercial purposes. 

To establish that surplus benefits the economy is not difficult. Cer- 
tainly an inexpensive part sold toa truckman who has purchased an 
inexpensive truck must result in inexpensive operating costs, and con- 
sequently lower trucking charges. This must result in a savings to 
the consumer of the product transported. 

However, to establish that surplus benefits the economy in a measure 
greater than its harmful effects is more difficult. 

It appears that the harmful effect that should be the concern of all is 
the loss to labor man-hours that might otherwise be required to pro- 
duce the item a second time, had the surplus not been placed on the 
market. I do not consider myself an expert in this field, but do oper- 
ate a small plant, and am familiar with the labor cost entailed in pre- 
paring the surplus parts for delivery to a customer. 

During last year’s hearings, a manufacturer of brake lining ob- 
jected to the importation of a large quantity of lining. It is my opin- 
io that the labor costs to transport, that is the steamship company 
labor, stevedores, domestic truekmen, warehousemen, plus the dealers’ 
internal labor cost involved in unpacking, sorting, and repacking, 
would be comparable with the brake lining manufacturer’s labor costs 
for such a highly automatic industry. 

It is interesting to note that since the linings were ultimately sold 
for export to a market not available to the U.S. manufacturer of this 
lining, all the aforementioned costs were a net gain to the economy. 

A manufacturer of axles appeared before the committee last year 
to object to a quantity of axles imported. The axles and all axles that 
[have seen overseas could not be presented to a user as is, because of 
condition. 

All unused axles require disassembly, cleaning, replacement of bear- 
ings, oil seals, and perhaps other items, remachining of brake drums, 
reassembly and repainting. 

Second-hand axles, which are more commonly sold overseas, re- 
quire in addition more extensive shop time for repair and replacement 
of worn or broken parts. 

Tam of the opinion that labor costs and overhauling imported sur- 
plus axles would compare favorably with the new production of labor 
costs to produce that axle. 

The committee might be interested to note that most used axles im- 
ported were sold by the importers “as is” to manufacturers of truck- 
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mounted special equipment used for off-highway use, such as truck 
eranes. The manufacturers incur the overhaul labor costs, 

They were then able to deliver a truck-mounted piece of equipment 
with reconditioned axles at a cost several thousand dollars lower than 
a vehicle equipped with new axles. The lower costs to the contractor 
undoubtedly resulted in a lower construction cost, another economic 
gain. 

When we consider that importations conflict only with some manv. 
facturers, and when such conflicts, the labor lost to the manufacturep 
has compensations, we should conclude that the result of this loss and 
gain is still a gain. 

Of major benefit to the economy is the export market. Our export 
sales exceed $1 million annually. Yet, we are certainly not the largest 
exporter of automative parts for World War II vehicles operating 
overseas. . 

Unless we are permitted liberal importation, we will essentially loge 
our foreign market. First foreign surplus today, without U.S. buyers 
brings extremely low prices. This places inventory in the hands of 
foreign dealers at a price which permits underselling U.S. exports, 

I would like to place in the record an elaborate catalog issued by an 
Italian firm known as C.P.I.R.A. They are in Naples, Italy. 

They issued this catalog, which is distributed outside of Italy to en- 
courage foreign markets, and with the catalog is a letter, which I 
quote: 

We are very pleased to inform you that we have available a very large 
assortment of spare parts for trucks and cars of American, English, and 
italian make. 

However, the assortment shown in our listing does not represent the whole 
availability of our stocks, but should you be interested in spare parts other 
than those which are listed, be so kind as to call upon us. The prices quoted in 
our listing are understood for delivery f.o.b. Italian port packing free. 

I mention this to indicate that the purpose is to interest markets 
other than Italy. 

The above cited materials are periodically purchased by us from warehouses 
of the American Armed Forces in Italy. 

And they catalog the list of various parts which they hav available 
and various American manufacturers for which the parts apply— 
White, Wooleys, Mack, International, GMC, Ford, Dodge, and 
Chevrolet. 

Mr. Fascetz. The catalog referred to will be received for the com- 
mittee files on these hearings. 

Mr. McWiuu1aMs. Secondly, foreign manufacturers are producin 
renlacement parts to satisfy the demands in such areas as Sout 
American and the Middle East. U.S. manufacturers who still pro- 
duce the items cannot compete in these markets. We have competed, 
and have discouraged the expansion of foreign production. We can- 
not continue without supplies. 

Mr. Brown. Will you yield right there just one moment? You are 
ermitted, though, to import all of these supplies which you desire as 
ong as you place them in bond to go out of the country, aren’t you! 

Mr. McWit1ams. Yes, sir. It is an unwieldy procedure; impos- 
sible to operate with. 

The bond provides for 1-year storage. Theoretically, renewal is 
possible. There is no guarantee on it. To operate truly on the bond, 
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u have no control of the material. The material, if you have con- 
yl is brought in under custom supervision and inventory—kept 
. ; 


"ow ron proceed to sell this material, you are required to report 
and bring in a customs Inspector to remove two axle shafts or three 
bearings. You do not have freedom of movement, and we could not 
“ at way. : 
} est be possible in the case of one line item in a large quantity 
where it is a matter of Just designating a number of boxes to be re- 
moved and shipped out. But not where we offer complete coverage 
inthe way of spare parts. — 

Mr. Kamretman. This is the difference between auto parts, spare 

arts, and construction equipment. EOS 

Mr. Smirru. Can you condition this material while it is in bond? 

Mr. McWiuiaMs. Yes. ; 

Our present export trade certainly benefits the economy, yet it does 
no harm to U.S. manufacturers. ; 

I make this statement because I feel that this market never belonged 
to the U.S. manufacturer, was never serviced by him because of the 
surplus that existed overseas and the replacement parts that are manu- 
factured over there. mh 3 

However, if no relief is forthcoming in the form of relaxed restric- 
tions, this benefit will be lost. . 

I have several examples of foreign manufactured items. The 

revious example covered dealers in spare parts material. I have a 
letter from a firm in Stuttgart, Germany : 

We manufacture all kinds of sleeves, piston pins, valves, push rods, ete. 
For example, we are in a position to supply sleeves, pistons, pins, ete. for the 
Mack 4% engine, all in strict accordance with the genuine Mack parts and in 
excellent quality and finish. We trust that we will be able to quote to you. 
This letter is from J. Wizemann & Co. of Stuttgart, dated June 2, 
1958. 

Mr. Brown. Will the gentleman yield again there. Of course, the 
sale of these parts is not confined—that is, the foreign producers are 
not confined to just war surplus. 

They produce a great many other parts and tools that they sell in 
America in direct competition, and throughout the world in direct 
competition, with American manufactured goods that never saw the 
military ; isn’t that true? 

Mr. McWiu1aMs. That is true. 

Mr. Brown. And of course that goes into another field. That is 
one of my pet hobbies, and I don’t want to get into an argument 
about it, but we are pricing ourselves out of the market all over the 
world, of course. What you have explained here is not confined at 


all to your problem—to just you people. It touches almost every in- 
dustry in the country. 


Mr. McWiu1aMs. Sir, my thinking is this 

Mr. Brown. Go downtown to any department store or any supply 
store and you will find that. 

Mr. McWinirams. We have a market today; if we are not permitted 
the importation of foreign surplus, we won't have it tomorrow. 

Mr. Brown. Of course, we are having a great many complaints, too, 

m people that don’t engage in the military surplus business at all, 
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that they are having difficulty to meet foreign competition from all oyer 
the world. 

Mr. McWuu1aMs. I have handled the exports for our company for 
many years, and am very familiar with this. 

Mr. Brown. You agree that that is true. 

Mr. McWiu1ams. Absolutely. I have seen all the foreign trade ex. 
hibits and have been very conscious of it for a number of. years. 

I feel that our particular field has a certain amount of sec urity in it, 
providing we have freedom of operation. But I feel that the other 
overall effect will be terrific after a while. 

My thinking is that we are running into competition with two 
groups. One is the manufacturer of the replacement item for the 
American vehicle that is in existence and operates overseas, and sec- 
ondly, competition from the buyer of surplus material who in turn 
distributes it overseas. 

Mr. Brown. Let me ask you one other question just to point up 
what I am driving at. The Ford dealers over the United States have 
garages that can buy so-called Ford repair parts, can’t they, from 
West Germany ? 

Mr. McWuu1ams. Yes, sir. 

Mr. Brown. Much cheaper than they can buy them here in this 
country 4 

Mr. McWriuraMs. Yes, sir. 

Mr. Brown. Of course, that is not war surplus at all. That is for- 
eign competition with American-produced goods. 

“Mr. McWuurams. But those machine tools which are turning out 
these items have been bought by the first markets, the principal 
markets. 

Mr. Brown. I do not agree with you. 

The machine tools that are turning out these products were given 
to them by the stupid American public free of charge at the expense 
of the American taxpayers s, and we wonder why we cannot compete. 

Mr. McWutiaMs. Yes, sir. 

Mr. Brown. West Germany’s industry was rebuilt at the expense of 
the American taxpayer. Their own wornout lathes and machine tools 
were taken by Russia and by Great Britain as part of the reparations 
and then we turned around and gave them new equipment. 

Mr. McWituraMms. Yes, sir. 

Mr. Brown. At the expense of the American taxpayer, so that 
they might be able to better compete with our own American manv- 
facturers who have to pay for the machine tools that they use. 

Mr. McWuuiams. Yes. 

I am of the opinion that the individual factory pays for its machine 
tools, though the material may have been delivered by the United 
States and furnished. 

Mr. Brown. In many instances they did not. I think Mr, Nathan 
will agree with me. 

Mr. McWiui1aMs. But principally they have gotten into business 
producing for themselves to satisfy the German field and have 
branched out into. other markets. 

Mr. Smiru. Do you mean the machine tools? 

Mr. McWiuiaMms. No, sir; the end product. 
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Mr. Smiru. In other words, these axles that we have been talking 
about were originally manufactured here. They never were manu- 
factured somewhere else and delivered. 

Mr. McWituiaMs. That is correct. _ 

Mr. Brown. They are competing with about everything else under 
the sun, too, that can be manufactured. 

Mr. McWiuturaMs. The exhibit that I will present next is probably 
a little more elaborate as to what they manufacture. This is a catalog 
distributed by Schedelechnik of West Germany in which they list 
yarious Mack truck parts which they manufacture. They state: 

The parts offered are accurate replacements of the original components. They 
are of German manufacture, brand new, and fully interchangeable and guaran- 
teed without defective material and workmanship. 

Manufacturers’ part numbers and description are used for reference purposes 
only. 

That is, they identify the material by the original Mack part 
number. 

Mr. Fascetn. Are these for current year models ?, 

Mr. McWituiaMs. No, sir, these are for World War II vehicles. 

Mr. Fascett. In other words, you are talking about nonpatentable 
items for noncurrent year models. 

Mr. McWitu1aMs. Sir, I do not know of firsthand knowledge the 
control that patents have on the manufacture of automotive parts. 

Mr. Fascetu. I do not, either. 

Mr. McWitui1ams. But I do not believe it is the basic part can be 
controlled unless it has some unusual peculiarity. But a connecting 
rod is a connecting rod regardless of who makes it, and I don’t think 
there is anything wrong in a U.S. manufacturer producing a con- 
necting rod to replace the one that was originally used on a Mack 
truck. I think it is entirely proper. 

Mr. Brown. If I may comment there, Mr. Chairman, and I believe 
Iam right, I hope to be checked if I am wrong, we have patent 
agreements with many countries and with other countries we have none, 
and in some countries they can use an American patent the moment 
they get hold of it, and in others they cannot. Some nations respect 
each other’s patent laws. 

It is according to what country you are in. Today, Czechoslovakia 
does not pay much attention to American patents. 

Mr. Smirn. But even so, connecting rods and things like that are 
not covered by patents really, are they? 

Mr. Brown. A lot of them are not. <A lot of them have expired; 
some of them are. 

Mr. McWitutams. I have an interoffice memorandum which was 
directed to our president, a Mr. Moed, on April 30, 1957. I had 
received a telephone call from the Mack truck factory to whom we 
had supplied a camshaft of German manufacture for testing. We had 
been presenting Mack items produced overseas to the factory for 
analysis and to satisfy our curiosity. The report. reads as follows: 

The general dimensions vary as compared to Mack’s specifications but not 
sufficiently to jeopardize its use. Surface finish is not equal to Mack speci- 
fications. The hardness is below Mack specifications. 


Cam lift profiles exceed Mack tolerances. The shaft is made of a good grade 
low alloy steel. 
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The summary is: 


It is the opinion of the Mack factory that this shaft is fairly good and should 
provide no difficulty in use. 


I submit this as evidence. 

Mr. Fascetxi. The last document referred to will be admitted in 
the record, and the prior document will be received for the committee 
files as part of the hearings. 

(The documents referred to are as follows:) 

Morr HAVEN TRUCK PArts, Ing., 
April 30, 1957. 
To: Mr. Moed. 
From: JMW. 
Subject: Report of test by Mack Co. on German camshafts. 

1. The general dimensions vary as compared to Mack specifications, but not 
sufficiently to jeopardize its use. 

2. The surface finish is not equal to Mack specifications. 

3. The hardness is below Mack specifications. 

4. The cam lift profile exceeds Mack’s tolerances by exhaust —0,0045, in. 
let —0.009. 

5. The shaft is made of a good grade low alloy steel. 


SUMMARY 


It is the opinion of the Mack factory, that the shaft is fairly good, and should 
provide no difficulty in use. 
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Mr. McWitu1ams. Our industry, specifically dealing in heavy duty 
arts, needs reinstatement of an operating method on the part of the 
surplus property officer similar to that used previously, specifically, 
the 10- or 14-year rule. Phat is parts for vehicles produced over 14 
@} | years ago should be approved for importation. 
“Mr. Surru. Is this the regulation you are talking about a 

Mr. McWicuams. This had been, sir, a rule used by the Depart- 
ment of Commerce until at least 12 or 18 months ago. This rule has 
been discontinued and we are requesting the reinstatement of such a 

rocedure. : : 

We could always understand and live with previous exempt items, 
The Department of Commerce in the past did not permit bearings, 
engine blocks, engines, and various other items. Further, any manu- 
facturer producing commercially and making readily available to the 
trade World War II parts, might be considered exempt. But before 
such exemption is granted serious examination of the actual service 
rendered by the manufacturer should be conducted. We have no wish 
to transfer the burden of proof to the manufacturer. However, if a 
manufacturer is being hurt, he should be aware of it and should come 
forward to request protection. Then a detailed examination of his 
case can be conducted. Our association would be pleased to attempt to 


vdry 





disprove the contention to the satisfaction of the surplus property 
| officer. 

If we cannot, let the product be placed on the exempt list. To deny 
all material because a few manufacturers require protection is to let 
the tail wag the dog. If the law does not permit this procedure, then 
in consideration of the facts and inequities it would appear that the 

: law should be reconsidered and made to state clearly only harmful 
imports should be denied. 

Thank you very much, sir. 

Mr. Fascett. Mr. Brown. 

Mr. Brown. No questions. 

Mr. Fasceti. Mr. Smith. 

Mr. Smiru. I am not sure this is the right witness, but he has been 
dealing in this field so long he probably knows the answer. 

What happens if there are not more imports than there have been 
in the last 3 or 4 months of surplus parts? What happens to them 
eventually ? 

Mr. McWiuu1ams. What will happen to the parts that are sold 
overseas ? 


Mr. Smiru. Yes. 

Mr. McWitttams. They are bought by local dealers. 

Mr. Smiru. Overseas firms, in other words? 

Mr. McWiuutams. Yes. 

Mr. Smrru. There will be a market but it will not include American 
surplus dealers. 

Mr. McWiuurams. That is correct. 
, They will be buyers for the material which is being sold. These 
ao | buyers will be foreign dealers. . 

Mr. Smiru. For example, the engines that were never permitted 
to come in, those were sold to somebody else. 

Mr. McWint1aMs. That is correct.» 

Mr. Smirn. That is all I have. 





rrghs 











174 IMPORTATION OF FOREIGN EXCESS PROPERTY 


Mr. Fascett. Mr. McWilliams, how about these parts manufac. 
turers in foreign countries who are producing spare parts and as. 
semblies for World War II vehicles; are they allowed to ship into this 
country ¢ 

Mr. McWitt1aMs. Yes, sir. 

Mr. Fasceru. And therefore they would completely fill the market, 
would they not? 

Mr. McWuu1ams. The U.S. market consumer has been pretty wel] 
imbued with the thoughts of buy original. Very little European 
manufactured parts for replacement for American parts is consumed 
here. For example, the original fuel injection systems were designed 
by the Robert Bosch people. Robert Bosch was taken over by the 
U.S. Government during World War II, and were permitted to start 
operations again perhaps 2 or 3 years ago. They are attempting to 
sell their product in the United States. This product is not salable 
because it is being manufactured by the American Bosch people who 
were at one time a subsidiary of Robert Bosch, and though the prod- 
uct must be identical and the quality must be the same, the price is 
perhaps 50 percent of the American Bosch price. Yet Robert Bosch 
is not selling here because we are convinced to buy only the genuine 
product. 

Mr. Fascett. Then what you are telling me is that there would be 
no danger to the economy. 

Mr. McWitu1ams. Domestic economy. 

Mr. Fascetu. The domestic economy, even though there was a com- 
plete dry-up of foreign excess property imports, there would be no 
danger to the domestic economy on the buildup of foreign manufac- 
turers who are trying to fill the market domestically in the United 
States. 

Mr. McWuu1ams. Correct, as far as that goes, yes. My point was 
to indicate our export sales are $1 million annually. There are a 
number of other firms substantially larger than us. This benefit 
would be lost. 

Mr. Fascetzi. This is somewhat amazing to me. I cannot reconcile 
this analysis of yours with other things I have heard related to this 
whole problem. If you have, let’s take for instance, a market for 
spare parts and related assemblies for World War IT military vehicles 
existing in this country today, and the only alternative that a buyer, 
a user of that product, has if he cannot get his spare parts, is to buy 
a new domestic vehicle, I cannot reconcile that with the other alterna- 
tive he has, which is to buy a replacement part from a foreign manu- 
facturing company. 

Mr. McWiuut1aMs. I think the answer to that is the man who runs 
the vehicle is in the construction business. He is not in the parts 
import business. 

Mr. Fascetyi. No; but a dealer could be. 

Mr. McWiuiams. Yes, sir; and with the unstable market that 
would be in front of him, and I say this with authority because we 
have been approached—in fact, one of the letters there—— 

Mr. Fascett. In other words, you would not become a dealer for 
a foreign manufacturer for these same spare parts ? 

Mr. McWituiaMs. Yes, sir. 
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Mr. Fascert. But you would like to stay in business as a dealer for 
the same spare parts which were American manufactured in the first 
instance ? ie: 8G 

Mr. McWituraMs. That is correct. 101 

Mr. Fascetu. And the reason for that is it would not be good busi- 
ness for you to change over. 

Mr. McWiu1aMs. It would not be good business because you would 
pave a limited market in the case of sales; you would be limited to 
only those people who absolutely could not get the part under any 
circumstances in the United States. And this market could be upset 
the next day if a certain warehouse in Pennsylvania made a sale of 
that same item. There could be a year’s supply put on the market. 

Mr. Fascexu. In other words, your domestic users do have a source 
of domestic supply which would be available to them ? 

Mr. McWiuiaMs. No, sir; not constantly. 

Mr. Fasceiz. I do not understand why you as a businessman would 
not be in the same position and handling the same market regardless 
of the source of your product. ‘This is the thing I do not understand. 

Mr. McWituramMs. Because we cannot sell the German-manufac- 
tured part. ani. 

The only circumstances under which we can sell it, if the part does 
not exist under any condition. 

Mr. Fascetn. You mean there isa differential in price? 

Mr. McWiu1aMs. No, sir. Price is not a consideration. I have 
indicated that Robert Bosch, making a complete fuel-injection system, 
cannot sell its products here, though it is half the price of the Ameri- 
can Bosch, only because it is not manufactured here. I do not think 
there is anything wrong with the quality. 

Now, if he were the only supplier of the part, and American Bosch 
just did not make it any longer, and Robert Bosch did make it, then 
we could sell it. But it would be a poor business practice to import 
the item, put it in the warehouse, and then tomorrow have a depot 
make a release of those parts and sell them on the open market—that 
is American surplus suddenly becoming available. 

Mr. Fascet. I can understand that maybe in the related instances, 
but let’s take 1943 6-by-6, 214-ton truck. Someone needs a rear- 
axle assembly, since he has one broken down on his farm, and he can 
get a rear-axle assembly from you as a dealer, but he is not going to 
buy it because it was made in West Germany ? 

Mr. McWix1aMs. He would only buy it if it is not available as an 
American-manufactured item. 

Mr. Fascety. Well, is it ? 

Mr. McWiru14Ms. It is from time to time, through surplus. 

Mr. Fascetz. Through domestic surplus. 

Mr. McWiu1aMs. Yes. 

Mr. Fasceti. He is not going to wait around for a sale? 

Mr. McWiu1as. Sir, I think we must consider the way this ma- 
terial is handled. If an axle shaft is put up for sale they will sell 
3,000 axle shafts, there is no market for 5,000 axle shafts. 

Mr. Fascetn. Right. 

Mr. McWit1ams. But there are dealers in this country who will 
buy part of that 5,000 and put it in their warehouse and it represents 
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a 5-year supply; which means that this truck operated during the 
next 5 years will have a supply of axle shafts. 

Mr. Fasceti. Well, isn’t that true today, right now? Wasn't it 
true prior to January of 1959? 

Mr. McWriu1aMs. Yes, sir. 

Mr. Fascetu. You still have to compete with your domestic surplus 
sales to dealers. 

Mr. McWutu1aMs. Yes, sir, but we are speaking in terms of the 
truck operator. 

Mr. Fascetyu. So what ? 

Mr. McWuu1aMs. What he has available to him as a source of 
supply. 

Mr. Fascetx. Isn’t that source of supply available last year and 
this year and next year? 

Mr. McWuu1ams. It is not constant, sir. There are disposals but 
it is not the same material being sold continuously. 

Mr. Fascexu. I understand that, but how does the problem change 
to the user or to the dealer because you as a dealer would have to go 
to a different source than you now have. 

Mr. McWiuuiAms. Because he would get two different produets, 
At the end of the fifth year I ran out of this axle shaft and turned to 
West Germany for it, imported it, he would have a German produet 
the sixth year. Now if I imported the German axle shaft, I certainly 
would not import one. I would have to import 50 to 100 to make it 
practical. It would not be reasonable for me to import 100 axle shafts 
because I would have no knowledge that the following day a depot 
would not releast another 5,000 U. “S. made axles. 

Mr. Fascetit. What do you do today? What did you do last year! 
How do you stay in business ? 

Mr. McWruiams. Buy the U.S. surplus and the foreign surplus. 
That is how we keep our inventories as complete as possible. 

Mr. Fascety. I understand that. I just do not see how your prob- 
lem is any different. Iam sorry. Maybe you have made it clear but at 
least I haven’t understood it. Your sen of maintaining your 
supply and supplying your user to me appears to be the same prior 
to January 1959, and that is a bad date to use—let’s say without this 
problem of the present departmental difficulties, but in the normal 
operation of your business over the past 30 years you have had this 
problem, if you are dealing specifically with World War II vehicles. 

Mr. McWittiams. Oh yes. 

We have had the problem in maintaining our stock levels, yes, sir. 

Mr. Fasceru. I am talking about your sales, not your stock levels, 
your sales, 

Mr. McWru1ams. We never had serious competition from the Eu- 
ropean manufacturers. 

Mr. Fasceti. But you do now ? 

Mr. McWriit1ams. We will have them when we fail to deliver. 

For example, we ship to Argentina where they operate many, many 
hundreds of Mack trucks. They are equally convinced with the prin- 
ciple of buying genuine, and they buy from us until things become 
very complicated and there are no dollars available for importation 
but. perhaps there will be some deutschemarks, so that their im- 
portation for a while will come from Germany. There will be some 








th 
in 


di 


ti 
té 
Si 


u 


S 


ee ee ee ee ae... a 


_— os = 


g the 


n’t it 


rplus 


f the 


ce of 
r and 
's but 


lange 
to go 


luets, 
ed to 
oduct 
ainly 
ike it 
shafts 
depot 


year! 
rplus. 


prob- 
put at 
your 
prior 
t this 
ormal 
1 this 


icles. 


S, Sir. 
evels, 


e Ku- 


ar. 

many 
prin- 
come 
‘ation 
r im- 
some 


IMPORTATION OF FOREIGN EXCESS PROPERTY 177 


German axle shafts imported into Argentina. As soon as there are 
dollars available again, they return to the United States for those 
axle shafts, though they be more expensive here than the German 
manufactured shaft. This is our market. This is what we will 
lose When we cannot supply it. ; 

Mr. Fascett. In other words, what you are telling me is the thing 
that makes the difference in the natural buyer’s resistance, anywhere 
inthe world, ontheitem. — 

Mr. McWittiaMs. Yes, sir. 

Mr. Fasceti. They would rather buy genuine. 

Mr. McWiuu1aMs. Yes, sir. 

Mr. Fascetn. That is very interesting. And that goes for all items 
down the line, transfer cases, torque rods? 

Mr. McWitu1ams. Yes, sir. As regards the American manufac- 
tured equipment. I will say this: That the Italian consumers cer- 
tainly know the Italian manufacturers and have confidence, and the 
same situation does not exist there for Italian manufactured prod- 
ucts. In Germany the same would hold true. But where it is a 
third market, a third country involved, then there is no question. 

Mr. Fasceix. And that is particularly true of users in the United 
States. 

Mr. McWruiaMs. Yes, the resistance. 

Mr. Fascett. Does the Department have any comments? 

Mr. Rintets. We have no comment or questions, Mr. Chairman. 

Mr. Fascetut. Thank you, Mr. McWilliams. 

Mr. Kampelman, call your next witness. 

Mr. KampeeLMAN. Mr. Chairman, our next witness is Mr. Nathan 
and as Mr. Nathan comes to the witness stand, I would like to take 
a moment for the record in connection with Mr. Williams’ testi- 
mony to say that I have here some material just handed to me about 
recent sales in Japan. According to a newsletter dated May 22, 
there were 201 engine assemblies sold to a Philippine concern for 
what is the American equivalent of under $10 each, which would nor- 
mally, were American bidders bidding for them for entry into the 
United States, probably have brought as high as $40 to $50 each. 

Similarly, 63 axle assemblies were also bought by non-American 
firms in a sale without American firms bidding for them since they 
were clear they could not import them to the United States, again 
for a price approximately of $20 each whereas again the American 
bidder has normally been bidding about $50 for them. 

Mr. Fasceiti. Mr. Nathan, you may proceed. 


STATEMENT OF ROBERT R. NATHAN, CONSULTING ECONOMIST, 
WASHINGTON, D.C. 


Mr. Narnan. Mr. Chairman, my name is Robert R. Nathan. I am 
a consulting economist with offices at 1218 16th Street NW., here in 
Washington. 

My appearance today is on behalf of the American Association 
of Surplus Property Importers. I appear here today as an econ- 
omist although I am also a member of the bar. I feel qualified to 
deal in this area because my first experience with war surplus dates 
back to my work in the Office of War Mobilization and Reconversion 
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where I served as Deputy Director for Reconversion back in 1945 
We were very much concerned then with the economic implications 
of the disposition of these huge accumulations. Also, I am familiay 
with the Department of Commerce having been employed there fo, 
some 7 years in the predecessor agency to BDSA and having contaeted 
that organization for many business plants over a good many years, 

Mr. Fasceti. The Chair will take judicial knowledge of the fact 
that you have just qualified yourself as an expert, which the Chair 
will accept. 

Mr. Narwan. Thank you. 

Further, Mr. Chairman, I would like to submit this statement for 
the record and then just summarize it if I may. 

Mr. Fascetu. Let the statement be received in the record at this 
point and you go right ahead. 

(The statement referred to is as follows:) 


STATEMENT OF RoBerRT R. NATHAN, CONSULTING ECONOMIST, WASHINGTON, D.C, 


Mr. Chairman and members of the committee, my name is Robert R. Nathan, 
I am a consulting economist with offices here in Washington. My appearance 
today is on behalf of the American Association of Surplus Property Importers, 

My firm of consulting economists was asked to study the legislation and 
various regulations dealing with the importation into the United States of sur. 
plus property overseas sold by the U.S. Government to private firms. Having 
analyzed and evaluated these measures from an economic point of view, we 
have concluded that present policies and practices are unsound and that major 
changes are needed. Especially in view of the important role this committee 
played in bringing about the latest and unfortunate tightening of the regula- 
tions of the Department of Commerce, I appreciate the opportunity to present 
our conclusions to this committee. 


HISTORICAL BACKGROUND—THE LEGISLATION 


The importation into the United States of surplus sold abroad or “foreign 
excess property” is subject to the provisions of Public Law 152, enacted by the 
81st Congress in 1949. Section 402 provides that foreign excess property, other 
than agricultural commodities, shall not be sold without a condition forbidding 
its importation into the United States, unless the Secretary of Commerce “de- 
termines that the importation of such property would relieve domestic short- 
ages or otherwise be beneficial to the economy of this country.” The need and 
wisdom of this legislation is debatable. Of more immediate pertinence are pres- 
ent interpretations and regulations. 

There is no evidence whatsoever that it was the intent of the Congress to 
introduce a degree of rigidity which would almost entirely preclude the im- 
ports of foreign excess property into the United States. Yet, this is just 
what the present regulations have achieved. Certainly, from an economic 
point of view, present practices are clearly detrimental to the economy. 

In the hearings before the House Committee on Expenditures in the Bxecu- 
tive Department preceding the 1949 legislation, there was testimony by Mr. 
Matthew Hale, then acting Solicitor of the Department of Commerce, who 
stated: “Assuming that the amounts still to be disposed of abroad are not ex- 
cessive and would not therefore have a disruptive effect on the domestic econ- 
omy, the dropping of the limitation on the return of surplus industrial materials 
would be in line with the objective of freedom of international trade. However, 
if it is anticipated that the owning agencies abroad, such as the National Mili- 
tary Establishment, may in the foreseeable future make surplus declarations 
of substantial quantities of automotive equipment, construction machinery, and 
industrial materials, the dropping of limitations on their importation into the 
United States might have a serious impact on industrial producers here, particu- 
larly small and new enterprises.” 

Mr. Hale then proceeded to state: 

“So long as the needs of full economy are equal to or greater than our ability 
to supply, with our present industrial machine, removal of these limitations 
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would in general not have a serious impact on the economy, although individual 

ts might be disrupted to some extent. Should economic conditions change, 
Ser, any substantial imports of foreign excess property might have serious 
repercussions, such as were visualized with the limitations on such importation 
inserted in the Surplus Property Act of 1944.” , ; 

No one can read this testimony without concluding that the Department of 
Commerce was recommending a flexible rather than a rigid policy. It recom- 
mended that attention be given to. both supply and demand factors. With 
respect to supply, it indicated that limitations on imports might be needed only 
if substantial quantities were to be declared surplus and sold and imported. 
As for demand, it was clear that restrictions or limitations were not recom- 
mended at times of high levels of employment and production. rn 

It must be remembered that in 1949 the United States was suffering from 
a recession. In the spring of 1949, when this legislation was being considered, 
industrial production was declining and unemployment was increasing. There 
was much current concern over the duration and the severity of the fall in 
pusiness activity. There were some who felt that the country might suffer an 
experience parallel to the very sharp drop in economic activity in 1920-21. _ Cer- 
tainly, with increasing unemployment and falling industrial output, the climate 
was conducive to restrictive policies with respect to the bringing back into the 
United States of American-made industrial goods which would add to the supply 
of such goods. : ; : . 

It is significant to note that despite the adverse economic climate in which 
Public Law 152 was being considered, the ensuing restrictions on imports of 
surplus goods were certainly less severe than under the present arbitrary 
regulations. 

HISTORIC BACKGROUND—THE 1955 MEMORANDUM 


Late in 1955, the Administrator of the Business and Defense Services Admin- 
istration of the Department of Commerce prepared and distributed within 
BDSA a memorandum which sought to clarify the Department’s regulations 
on the importation of surplus goods. In effect, the memorandum sought to 
impose tighter restrictions. It is of interest to take note of the fact that this 
memorandum can probably be traced to the recession of 1954. Employment and 
production declined from approximately the middle of 1953 to the middle of 
1954. By the time the memorandum of the BDSA was introduced, recovery was 
definitely underway. Perhaps there is a lag in the responsiveness of the De- 
partment of Commerce to changes in economic conditions. Undoubtedly, com- 
plaints against surplus imports from producers of new products increased in 
numbers and intensity during the recession. The Department of Commerce 
took action probably after the most dramatic pressures had largely disappeared. 

One paragraph in the November 28, 1955, memorandum of the Administrator 
of BDSA was expressed as follows: 

“The purpose of the act is to establish authority to prevent disturbance of 
the U.S. economy by the return of foreign excess property. It provides for a 
conditional prohibition against importation if current domestic production is 
capable of supplying the demand. Authority to set aside the sales condition 
can be invoked either for the relief of domestic shortage or upon the ground 
that importation would be beneficial to the economy. The fact that the im- 
portation would not be detrimental to the economy does not constitute a benefit. 
The act places on the Secretary of Commerce the responsibility of making deci- 
sions which will produce the optimum benefit to the U.S. economy.” 

From an economic point of view, it is surprising to note, the fact that the 
importation would not be detrimental to the economy does not constitute a 
benefit. It is difficult to conceive of a lack of benefit if the importation is not 
detrimental. Perhaps some completely innocuous consequence that would be 
neither detrimental nor beneficial might be imagined, but it is hard to under- 
stand how the importation of goods purchased originally from American 
manufacturers by our Armed Forces, declared to be surplus abroad, and then 
sold back in the United States at bargain prices would not be of benefit to the 
economy, knowing that it did not have a detrimental effect at some specific 
point. In other words, it seems clear that where such a transaction is not 
detrimental, it must be beneficial. 

The BDSA memorandum states that the Secretary of Commerce has a re- 
sponsibility for making decisions which will produce the optimum benefit to the 
U.S. economy. No one can find fault with this objective. However, it does 
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appear that all kinds of obstacles and mental gymnastics are required in coming 
to a positive decision that an importation does benefit the United States. The 
burden of proof is utterly inconsistent with what would clearly seem to pe in 
the country’s interest; namely, getting the maximum revenue for our Govern. 
ment from the sale of surpluses and making available these products to the 
American people at the best possible terms and also assisting in the fight against 
inflation. Limitations should be imposed only where evidence proves greater 
harm than benefit. 

It should be pointed out to the committee that its hearings in 1958 occurred 
at a time when we had substantial unemployment and idle industria] capacity 
The alarming contentions made by the witnesses in the 1958 hearings repre- 
sented not only the expressions of concern of those who really dislike any king 
of competition, but also the expressions of many producers who were adversely 
affected by the recession. In June of 1958, there were nearly 5% million yp. 
employed in this country. The Federal Reserve Board’s Index of Industria] 
Production had dropped from a peak of 147 in December 1956 to 126 in April 
1958, a decline of 14 percent. The index of durable goods manufactures had 
declined from 167 in December of 1956 to 131 in April of 1958, a drop of 
approximately one-fifth. 

In terms of fulfilling the objectives of the Employment Act of 1946, it is under. 
standable that a tighter policy would be pursued during periods of slack geo. 
nomic activity, but it is hardly appropriate or rational to apply such policies jp 
times of recession and then blindly to persist in such restrictive practices at other 
times. It may be of interest to note that the hearings took place when the 
economy was at or near the low point of the recession, but the regulations of the 
Department of Commerce were adopted in January of 1959 when substantial re. 
eovery had taken place. It is true that there was still a sizable unemployment 
at the end of 1958 and that there was no universal agreement that our economie 
troubles were over, but certainly the arbitrary restrictions in the Department of 
Commerce regulation of January 1959 cannot be rationalized on the basis of 
economic conditions at that time. It might be pointed out that between April 
and December of 1958, the production of durable goods in the United States jn- 
creased by more than 15 percent and total industrial productions increased by 
one-eighth. The November 1955 memorandum and the January 1959 order both 
seem to reveal a serious lag behind changes in economic conditions. 


MAGNITUDE OF FOREIGN EXCESS PROPERTY DISPOSALS 


Although data are lacking with respect to the quantities or value of foreign 
excess property that have come back to the United States, indirect evidence 
demonstrates that the value has been small in relative importance. 

In the fiscal year ending June 30, 1958, total disposals of foreign excess per- 
sonal property by the Department of Defense aggregated $872,544,000 in terms 
of original acquisition cost. Of this total, nearly $1 million was donated and 
approximately $165 million was scrapped. Also, nearly $12 million was aban- 
doned or destroyed and approximately $105 million was used for nonsale pur- 
poses, such as military aid to eligible countries. The remainder, which is 
identified as material “sold as usable or for salvage,” had a value of $582,419,000 
in terms of original cost. The Department of Defense sold this material for 
$42,101,000. 

In fiscal year 1956-57, proceeds from the sale of foreign excess personal 
property, usable or for salvage amounted to $33,979,000. The original acquisi- 
tion cost of this material had been $304,585,000. The property sold as usable or 
for salvage, at acquisition cost, was just under half of all foreign surplus dis 
positions in that year. 

It would be completely erroneous to think that anywhere near these volumes 
or values were actually returned to the United States and competed with new 
or surplus domestic supplies, or that such amounts would have been imported 
had there been no limitations. In the first place, a large part of the foreign 
excess property sold consists of military-type items as distinguished from 
civilian-type items. Dealers in surplus have a far greater interest and find a 
more ready market for civilian-type goods than for military-type items. ; 

Secondly, in disposing of foreign surpluses, the U.S. Government gives priority 
to the wants of the government of the country where the surplus is located. 
Substantial sales are made on a negotiated basis to these governments. What is 
left is then offered to competitive bidders. The number of local bidders is far, 
far larger than the number of American firms bidding for the products. Un- 
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fortunately, there are no data available on the nationality of either the total 
pidders nor of the successful bidders. Such information would be particularly 
jnteresting because it is unlikely that foreign bidders would be in a position to 
dispose of their purchases in the American market. ‘ 

Purely informal discussions with Government officials and surplus dealers 
pave led to the conclusion that well under 10 percent of disposals abroad are 
made to American firms. Even such a figure would not be entirely conclusive 
with respect to the amounts that would be shipped back to the United States 
were there no restrictions. Many American buyers seek outlets in foreign coun- 
tries where they can find ready markets for American surplus. _ Some buyers 
gend the goods back to the United States in bond for reconditioning and for 
reexport. : f 

Certainly, only a small fraction of foreign excess property was returned to 
the United States prior to the almost complete prohibitions imposed in January. 
One can only speculate with respect to how much would have come back 
had there been no restrictions. It is difficult to conclude that more than a few 
million dollars’ worth of surplus would be returned per year at sale price and not 
substantial volume even at acquisition cost. 

It may be interesting to the committee to compare the sales of surpluses 
abroad with sales within the United States for domestic consumption. In fiscal 
year 1957-58, sales within the United States of products classified as usable 
or for salvage were three times the sales abroad, both expressed in terms of 
original acquisition cost. It is probable that the original cost of the foreign 
surplus items returned to the United States in fiscal year 1957-58 was from 1 to 
3 percent of the surplus goods sold by the Defense Department here in the 
United States. 

Relative to our total national production or to our output of manufactured 
goods or to more narrowly defined categories of products being disposed as sur- 
plus, actual disposals are very limited in magnitude. What appears to have 
taken place is the tendency to generalize from a few isolated instances, some of 
which would undoubtedly not stand up under intensive scrutiny. In essence, 
we have adopted policies and procedures which are far more harmful and waste- 
ful than beneficial and constructive in their aggregate impact. 

One other point should be made here. The ratio of sales proceeds to acquisi- 
tion cost has tended to decline more for foreign excess property sales than for 
domestic surplus sales. The exodus of American bidders who buy for American 
markets must certainly have served to lower the level of many bids and thereby 
reduced U.S. Government proceeds from overseas sales of surplus products. 


CRITERIA AND PRINCIPLES IN JANUARY 1959 BDSA ORDER 


The criteria and principles set forth in the foreign excess property order of 
BDSA dated January 9, 1959, have no sound economic basis whatsoever. Com- 
sideration other than economic must have been behind this order. A few 
analyses and evaluations of these criteria will certainly serve to demonstrate 
the contortions which must have been undertaken to justify the almost com- 
plete preclusion of imports of surplus goods. 


(a) Beneficial to the economy 


The interpretation of what is beneficial to the economy of this country is 
about as narrow as could be conceived without arbitrarily closing the door 
completely. The order requires that “the importation of foreign excess prop- 
erty must have special benefits over and beyond any benefits to be derived in the 
marketplace by an added supply of goods and materials through imports.” It 
further states: “Although the importation of foreign excess property of various 
qualities may make available additional supplies of products and materials, 
it is not considered that this situation constitutes the type of benefit to the 
economy contemplated in the law.” This is about as extreme and arbitrary and 
unsound definition of benefits to an economy in a free enterprise society as one 
could conceivably envisage. Apparently, special benefits are only those con- 
fined to unique articles, such as museum and collection pieces, and those im- 
ports which will call for substantial labor, parts, and material expenditures 
within the United States. 

This criterion would apply only in an economy which is fearful of abundance 
and regards scarcity as a prime virtue and objective. The people of the United 
States welcome and seek abundance and higher living standards. The unsatis- 
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fied wants of the American people are still very great and it is wasteful and 
uneconomical to prevent surplus goods from being made available. r 
Obviously, our economic objectives embrace full employment an 


; ae ; d hi 
levels of production and opportunities for profit for American industry. bene 
we are capable of formulating intelligent economic policies designed to a 


fully our tremendous manpower and equipment capacity without destroyin 

dumping some of the resulting output. Our total needs far exceed our conan 
to produce. Clearly, we ought to seek maximize the availability of eoodel 
our people and we should only impose restrictions when the evidence is cle . 
and overwhelming that added supplies of goods will truly disrupt production 
and employment. A few exaggerated or even real disturbances should not be. 
come the basis for unsound and unrealistic general policies. Rather Policies 
should be sound and constructive and exceptions should only be made where 
demonstration of harm is clearly proven. : 


(b) Time considerations 


The extent to which the order goes in seeking to bar practically all surplus 
imports is also revealed in the matter of time considerations. It stresses unequiy- 
ocally that potential shortages shall not be regarded as satisfying the statutory 
criteria. Apparently, no matter how clear and definite the evidence might be 
that a shortage is imminent, it will make no difference in even opening the door 
a little bit. The order further warns against considering temporary or sea- 
sonal shortages by emphasizing that determinations will remain in effect for 
6 months from the date of issuance and, therefore, this must be evaluated in 
terms of the estimated duration of the shortage. 

These two provisions together truly lock the door. The applicant must 
prove that a shortage is more than temporary, thus requiring him to foresee 
the future. On the other hand, he cannot justify his application even if 
potential shortage is clear and demonstrable. Such criteria are patently 
unreasonable. , 


(c) Normal imports 


One of the most interesting criteria relates to imports. The order states 
that a history of substantial imports of a product is not conclusive as to the 
existence of a domestic shortage. The order goes on to state: “The current 
and short term further supply positions must be independently examined, as 
well as the probability of continuation of the normal flow of imports.” Cer- 
tainly, it is in the interest of the United States and the free world to encourage 
trade among the family of nations, but it is rather strange that subsantial nor- 
mal imports is not obvious evidence of the existence of a domestic shortage, 


(d) Prices 


In Foreign Excess Property Order 1, as Amended August 23, 1950, signed by 
the Acting Secretray of Commerce, it was stated that the applicant had to 
submit reasons and evidence as to why in his judgment the domestic demand for 


the property is not attributed solely to the price at which the property will, 


be offered as compared with the price of similar property of new domestic pro- 
duction. The 1955 BDSA memorandum indicated that the price factor should 
not be considered in applications for the import of surplus goods. Finally, in 
the January 1959 order of the Department of Commerce, it was stated that the 
price at which foreign excess property can be sold in the American market 
will not be considered as an adequate benefit to the economy to justify 
importation. 

This is a rather strange set of provisions when appraised against the over- 
whelming concern for inflation by the present administration. Either we are 
serious about inflation or we should stop pretending to be concerned about it. 
One arm of the Government should have some idea about what the other arm is 
doing, or what it seeks to accomplish. It would be impossible to reconcile the 
present criteria with respect to the importation of surplus with the anti-infla- 
tion polices of the administration. 

The attached table “Wholesale price indexes, selected categories, 1947-59” 
reveals what has happened to prices in a number of industries, which might 
have been or might be “affected” by the importation of surplus products. From 
1950 to April of 1959, all wholesale prices rose one-sixth, but the “Machinery 
and motive products” group rose 40 percent, construction machinery and 
equipment prices rose 54 percent, bolts, nuts, screws and rivets rose 64 percent, 
and contractors’ air tool prices rose nearly 70 percent. Are such price in- 
creases to be totally ignored in making decisions with respect to importing 
our foreign surplus products? 
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(e) Area of competition 

Another criterion relates to the area of competition between products. In 
the 1950 order, the applicant was called upon to procure signed statements of 
customers or dealers who found difficulty in locating supplies of similar new 

operty or of manufacturers who had been unable to fill orders for such prop- 
=. The 1955 BDSA memorandum more narrowly defined this by stating 
abe “In judging short supply or other benefit to the economy, only property 
of the same class and in direct competition with the proposed importation should 
pe considered.” The 1959 order goes even further when it states: “A product of 
specific grade, quality or dimension is not considered to be in short supply 
if alternative useable grades, qualities or dimensions are domestically avail- 
able. Only when all items of a competitive product group or class are in short 
supply shall there be a finding that there is a shortage of a particular item in 
that product group or class.” : 

When one studies these criteria and also takes into account the fact that 
rices are to be disregarded, one comes to the conclusion that the true purpose 
of the order is to bring about an absolute prohibition of the importation of sur- 
plusitems. In our free economy, substitutability and alternative grades or qual- 
ities or dimensions are determined by prices. The order talks about a com- 
petitive product group or class, but what does this really mean if prices are 
to be disregarded? é hbase 

It is well known and recognized that there are distinctive markets of sur- 
plus and used items and for lower priced categories of goods. Of course, the 
marginal line where the division takes place between high and low priced 
goods or between new and surplus or used goods is never clearly defined and 
easily identifiable. The fact that overlapping might occur at marginal levels 
nevertheless does not justify the refusal to recognize such different markets. 

The American market place has always provided channels for surplus and 
used goods. The very existence of such markets on a wide scale gives ample 
demonstration of the need for such products. While no quantitative data might 
be available to distinguish this market from the market for new products, 
nonetheless it is sheer unrealism to disregard price differentials and to ignore 
distinct markets in determining whether or not there are shortages for par- 
ticular items. 


(f) Local and national markets 


It is likewise unrealistic to ignore the existence of local and regional markets. 
The January 1959 order states: “Shortages must be determined on a national 
and not a local basis.” Some products serve the specialized needs of a par- 
ticular geographic area or locality by virtue of the physical characteristics of the 
region such as terrain, climate, etc. Transportation costs are also a vital 
factor. Just because a specialized piece of heavy construction equipment is 
available on the east coast to a user on the west coast at a prohibitive cost does 
not prove the nonexistence of an absolute shortage on the west coast. In addi- 
tion to freight costs making the total price prohibitive, servicing the equipment 
may present problems. The equipment may not have been worked under west 
coast conditions. For these reasons the user may not be interested in making a 
purchase outs: Je his locality or region. There are separate and distrinct local 
and regional markets as every businessman who seeks to sell nationally soon 
finds out. 


(9g) Aggregate appraisal 


It is little wonder that for the first 544 months of 1959, only one product was 
approved for import. by the foreign excess property officer and another was 
authorized by the Appeals Board of the Department of Commerce. The long 
list of property disapproved clearly evidences the fact that the present order is 
so aribtrary and unreasonable as to amount to a prohibition of such imports. 
The order must be revised and to the degree that the hearings before this com- 
mittee a year ago and the committee’s report were responsible for this order, 
this committee should take steps designed to change the order materially and 
substantially. 


DOCUMENTATION AND EVIDENCE 


Bver since 1950, applicants for the importation of surplus products have been 
required to present data and other evidence proving that the materials which 
the applicant sought to import would either relieve domestic shortages or be bene- 

1 to the economy. The burden of proof has been erroneously placed on the 
importer. It would be far more proper if the Government were assigned this re- 
sponsibility, or if those who objected to the imports were required to prove harm. 
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It is particularly significant to note that this very committee in its report of 
August 18, 1958, stated: “The committee has found no one in Government who 
knows how much foreign excess property is imported into the United States» 
The committee also states: ‘The import permits issued by the Commerce De- 
partment use such broad and general descriptions of the goods to be imported 
that the goods cannot be identified by the customs officials at the ports of entry 
nor can anyone determine for which of many thousands of items under each 
eategory the permits were issued.” The committee also found thate “There js 
no established procedure for finding out what happens to foreign excess property 
which is imported into the United States pursuant to import permits issued 
by the Department of Commerce.” 

“These and other quotes in the hearings and the committee’s report conyine. 
ingly demonstrate the tremendous difficulty involved in judging precisely whether 
or not specific products will relieve shortages and whether or not they wij 
be beneficial to the economy. Certainly, if the Government with its vast re 
sources of statistics and technicians has not been able to do a thoroughly effee. 
tive screening job, then it is entirely improper and unreasonable to call upon 
the prospective importer to submit full documentation and evidence. It would 
be more logical and reasonable to place the burden of proof on the Government 
to justify its decision to restrict such imports rather than to require the im. 
porter to carry the burden of proof. It would be even more appropriate to re 
move all restrictions except where new producers could prove damage and dis. 
ruption caused by such imports. 

It: would appear clear that the attitude and approach of the Department of 
Commerce in its testimony back in 1949 has been ignored. That testimony, in 
essence, suggested varying the policy with respect to limitations on surplus im- 
ports in relation to economic conditions. It is still sound and intelligent, and 
merits the serious attention of this committee and of the Department of Com- 
merce. 

The application of the criterion “beneficial to the economy of this country” 
would certainly call for a significant liberalization of the import of surplus prod- 
ucts at this time and for the foreseable future. President Eisenhower and 
practically all top officials of the administration hardly let a day go by without 
warning of the dangers of inflation. They express optimism about the economic 
outlook. Certainly, the increases in production and employment over the past 
year give evidence of the very significant improvement in our economy. There 
is still more than a normal or reasonable minimum of unemployment in the 
country, but one would be hard-pressed to argue that industries in the United 
States would be affected adversely by the maximum possible importation of 
surplus products under a policy of no restrictions. 

Certainly, the profit picture would hardly support such contentions. Cor. 
porate profits increased from the first quarter of 1958 to the first quarter of 
1959 by about 50 percent and they are now at an alltime high. 

Not only would a liberalization and even removal of all import restrictions on 
all surplus imports not be harmful to American business generally, but such a 
move would be beneficial in fighting inflation. Actually, the amount likely to be 
imported under circumstances of no restrictions would be quite limited; none 
theless even modest quantities would be helpful in the fight against inflated 
prices. It would certainly seem that the deep and continued concern of the 
administration with the problem of inflation should result in doing everything 
possible to combat rising prices. A more enlightened policy on surplus imports 
ought to be part of this effort. 

The real problem faced in this field stems from the fact that some few in- 
dividuals or companies might be temporarily affected in an adverse manner. Im 
such instances, some protective provisions ought to be introduced, but these 
should be the exceptions rather than the rule. In other words, instead of put- 
ting the burden on the importer, the burden ought to be on those who contend 
they are adversely affected. They should be required to give proof and evidence 
that they are being or will be harmed and that restrictions should be applied. 
What we have done in essence in this legislation is to bar imports subject to 
proof and evidence that they will not be harmful. What ought to be done is 
to permit such imports subject to evidence and proof that they are harmful. 

We talk about economic growth and we talk about efficiency in our economy, 
and yet in this legislation and under the prevailing order, we are arbitrarily be 
ing wasteful and inefficient and reducing competition. It is true that the funds 
which our Government derives from the sale of surpluses are quite limited com- 
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red to our total budget, but one would expect that the tremendous drive to 
reduce expenditures and to maximize revenue would logically lead to efforts to 
maximize Government revenues from the sale of surplus. It seems clear that 
the present rules and regulations which restrict imports lead to reducing pro- 
eeds from the sale of surplus abroad. Permitting such imports would broaden 
po expand the markets for such goods and would help bring about higher pro- 
ceeds. Certainly, it would intensify the competition on the part of buyers and 
this would increase the proceeds. 

preferably, the law should be substantially revised so as to liberalize the in- 
flow of our surpluses being sold overseas. Pending such a change, the present 
order should be changed materially so that flexibility replaces extreme and ar- 
pitrary restrictions. 

Competition is still a powerful constructive force and it should not be shackled 
as is done by this order. It is the responsibility of this committee to pursue and 
achieve the changes that are necessary so that our foreign surplus can come into 
the United States, thus maximizing our Government revenue, helping to fight in- 
flation, and making for more competition. Provisions can be made for varying 
the limitations as economic conditions vary and for preventing major disrup- 
tions in special circumstances. 


TaBLe 1.— Wholesale price indexes, selected categories, 1947-59 


{1947-49= 100] 
ee , J is enscaingiill iiiiapteenilasiaiigiadiaiel 


Category 1947 1950 1956 195 


_—_oo 


All commodities 96 


103. 1 


‘ 4 114.3 119.2 120.0 
All commodities other than farm 95. 3 105. 0 122. 2 123.3 124.6 
Machinery and motive products 92. 5 108. 6 137.8 149.8 152.1 

Construction machinery and equip- 

a SES itl 90. 0 111.5 148. 6 166.3 72.0) 
Power cranes 91.0 110.8 149.1 184. 4 169. 2 
Tracklaying construction machin- 

ery 87.6 112.5 145.8 162.6 168. 6 
Special construction machinery 91.5 109. 7 136. 2 150.8 154.5 
Portable air compressors 93. 6 109. 6 135.8 159. 1 167.5 
Scrapers and graders 89. 0 112.0 142.8 158. 3 165. 7 
Contractors’ air tools 93.0 108. | 144.9 165. 0 181. ¢ 
Tractors for other than farm 87.7 113.7 160. 5 181.6 187.8 

General purpose machinery and equip- 

ment. =” 92. ¢ 110.3 147.5 160.0 162.8 
Pumps, air and gas compressors, 

and pumping equipment 92.1 109.3 152. 2 170.1 179.3 
Material handling equipment 92.3 119.3 153. 4 167.3 149.6 

Miscellaneous machinery 93.8 107.4 137.0 148. 1 149. 2 
Internal combustion engines 90. 0 109.6 $?.7 155. 2 155.3 

Electrical machinery and equipment 96.1 106.4 138. 4 159.9 153.0 
Motors and generators 98. 9 105. 4 132.9 145.7 146.4 
Transformers 97. 2 104. 0 139. 2 148. ° 148. 5 

Motor vehicles $1.3 107.° 1.9.8 139.7 143 
Passenger cars 90. 4 108.3 131.8 141.0 144.5 
Trucks ‘5 93. 0 104. 5 127.3 139.8 143.3 

Bolts, nuts, screws, rivets RSS 121.9 174. 6 203. 3 200. 1 

Meta! containers 90. 6 109. 2 141.6 155.7 152.9 

<= ae 98. 8 115.0 155.8 155. 9 155. 5 


Source: U.S. Department of Labor. 
TaBLe 2.—Inventory* of Department of Defense surplus and foreign excess 
personal property, June 30,1956, to Dee. 31, 1958 


[Millions of dollars} 


As of | Worldwide Domestic 2 Foreign 3 
June 30, 1956__ : 1, 565 1, 288 277.1 
June 30, 1957.___- 5 2, 384 , 752 631.2 
June 30, 1958__ 4,175 3, 564 611.5 
December 31, 1958__ 4,314 3, 573 741.0 





! Original acquisition cost. 


Domestic surplus personal property covers all of the continental United States, Alaska, Hawaii, Puerto 

Rico, and the Virgin Islands. 

— excess personal property covers all locations in the world other than those covered by domestic 
us, 


Source: Office of Assistant Secretary of Defense. 
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TABLE 3.—Sales (other than scrap)* of Department of Defense surplus and 
foreign excess personal property, fiscal periods 1956-57 to 1958-59 




















[Millions of dollars] 
° saihecpimaeatianeimmales $$ 
Fiscal period | Worldwide Domestie | Foreign 

peer 

aia 2.) 20S HEN Es ree dean) rad Ute) OOD erie 1, 368 1, 063 | 
MN tS sial nd hci aa ce deablinddoaieah 2, 466 | 1, 883 | = 
imately em se ror cameraman io! i who 
ig pave BS Fel 2 ye i cs a Ee Tk. Ac 1, 464 1,110 a 
1958-59: CC 

7 1-De 8 oe a SE i ae 6 > 

July 1-Dec. 31 1, 464 1, 085 379 








$e 
1 Original acquisition costs of usable and salvage property, exclusive of scrap, sold through 
spot bids, auctions, negotiated bids, and other means. , 8h sealed bids, 


Source: Office of Assistant Secretary of Defense. 


TABLE 4.—Sales (other than scrap)* of Department of Defense foreign excess per- 
sonal property, by type of property, fiscal periods 1956-57 to 1958-59 


[Millions of dollars] 








| 




















Commercial Military | 8 
Fiscal period Total type type (militar oa 
, commercial) 

| 3 | 

ig 6c ch Sut hs i ocn smth pancindtleaas 305 179 | 42 84 
Pea dha, Si as. at cian sedans 582 340 | 115 1% 
0 229 171 18) ova 
PER, SAPNE GP coon wsrdaswewecsasdctmisbaces 353 169 100 85 
1958-59: July 1-Dec.’31_......------ elasnatain ed 370 | 266 | 49 8 





1 Original acquisition costs of usable and salvage property, exclusive of scrap, sold through sealed bids 
spot bids, auctions, negotiated bids, and other means. : 


Source: Office of Assistant Secretary of Defense. 


TaBLe 5.—Sales (other than scrap)* of Department of Defense domestic surplus 
personal property, by type of property, fiscal periods 1956-57 to 1958-59 


[Millions of dollars] 

















Commercial Military Salvage 
Fiscal period Total type type (military and 
commercial) 
ET cnkd rtigknn deinen apnlnsnoulaneenneiea’ 1, 063 510 368 185 
ibn bed hcanultiginbnspeethdwtihihet wep nia GER Bo ncccenncecasuloncteucoeeunteiene 
ON aT TE OLE 77 312 | 345 7 
Jan, 1-Jane 20.......--..222-.----.---2------ 9, 190 |... on fa nwnnntvennesieeeeee 
EE eee | 1, 085 505 | w us | 145 





1 Original acquisition costs of.usable and salvage property, exclusive of scrap, sold through, sealed bids, 
spot bids, auctions, negotiated bids, and other means. 


Source: Office of Assistant Secretary of Defense. 
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ABLE ¢.—Proceeds from sales (other than scrap) of Department of Defense sur- 
a us and foreign excess personal property, fiscal periods 1956-57 to 1958-59 
{Millions of dollars] 


———— i a a a 











Fiscal period Worldwide Domestic | Foreign 
eso. Mere) SUITE TE Et) ee (een ee eae 
Dera thee shied «ee reer 111.1 77.2 34.0 
ual Ss | 127.9 85.8 42.1 
-1-Dec. 31-- ; 59.3 37.9 21.4 
yes Seene80.... PK sdee 68.6 47.9} 20.7 
999-89: July 1-Dec. 31_-- cdedtenddetes | 69.7 47.7 22.0 





source: Office of Assistant Secretary of Defense. 


Taste 7.—Proceeds from sales (other than scrap)* as a percentage of original 
acquisition cost, of defense surplus, and foreign excess personal property, fiscal 
periods 1956-57 to 1958-59 

















Fiscal period | Worldwide Domestic Foreign 
> Ses ee ne ; : saaina 8.1 7.3 11.1 
a. <2, g0neda-as x 5.2 4.6 7.2 
July 1—Dee. 31--- Liban Geiger cee ce Seed “és 5.9 4.9 9.4 
Jan. Tne 80 === eesnosocecesnenen savnsaeaf AT] 6.9 
1988-59: July 1-Dee. 31 aia eas eesoouss 4.8 4.4 5.8 








1 Original acquisition costs of usable and salvage property, exclusive of scrap, sold through sealed bids, 
spot bids, auctions, negotiated bids, and other means. 


Source: Office of Assistant Secretary of Defense. 


Mr. Naruan. I would like to join with what former Congressman 
Casey said this morning, Mr. Chairman, and members of the com- 
mittee, that in a real sense when we deal with specific items as such in 
some degree we are shadowboxing because while the specific items 
may indicate examples of particular difficulties or specific problems, 
we are dealing here with a very fundamental problem of economic 
policy with respect to the utilization of America’s resources, with 
respect to the operation of our economy, with respect to inflation 
aabwith respect to full employment. 

On that point, I would say without any hestitation that one of the 
primary objectives of American economic policy ought to be high 
levels of employment and high levels of production. And anything 
that significantly interferes with full employment in our economy, 
I feel, is something which we must guard against with utmost care 
and vigilance. 

Mr. Fascetx. I will interrupt here to say that I am sure the Con- 
gress agrees with you because these are the principles laid down in 
the Full Employment Act of 1946. 

Mr. Naruan. That is right, and I would certainly say that we ought 
toadhere to those principles in the fullest measure. 
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I would also say, Mr. Chairman, that we have fortunately in the 
United States a free enterprise competitive economy. I believe thai 
we ought to try to preserve competition, and I feel very strongly, My 
Chairman, that the regulations as now provided are largely incon. 
sistent with this competitive concept in our free enterprise economy 
and I would like to look at the regulations from that point of view 

What we must do is to look at the law, then look at the regulations 
and then the interpretations. 

As far as interpretation is concerned, it is my feeling that the pres- 
ent regulations, the present order of the Department of Commerc 
are almost impossible of interpretation. I sympathize very much with 
those who try to operate under these regulations or orders. For ql] 
intents and purposes, if these provisions, the criteria in the present 
regulations, are adhered to, we might just as well pass a law and 
say no American surplus product disposed abroad can be brought 
into the United States. 

That would be a far more honest and a far more objective and 4 
far fairer stand to take than to introduce regulations which are about 
as uneconomic and inconsistent with any sound economic concepts 
as one could possibly conceive. 

So far as the law is concerned, I find nothing in this law, going 
back to 1949, which would in essence preclude such imports into the 
United States. 

The wording of that law is quite clear. It states that “Imports sold 
abroad must not be sold without a condition forbidding its importa- 
tion into the United States unless the Secretary of Commerce ‘deter. 
mines that the importation of such property would relieve domestic 
shortages or otherwise be beneficial to the economy.’ ” 

I would like to show in discussing this order and these regulations 
that the present provisions are aca inconsistent with this objective 
unless one interprets these words to mean that none of these goods shall 
come into the United States. I donot believe there is any evidence, Mr, 
Chairman, that Congress ever intended to introduce a degree of 
rigidity into these measures such as is inherently required by the rules 
and regulations that now prevail. 

Asa matter of fact, even in the record and report of your committee 
last year, the only legislative intent that was expressed or brought out 
in those hearings related to the transmission of a memorandum from 
the Secretary of Commerce, by the then Acting Solicitor of the De 
partment. Some of the statements of that memorandum have been 
already quoted. 

I will not here repeat the quotations of Mr. Hale’s memorandum 
except to say this, Mr. Chairman: If one reads that documentation, 
which is the only record I find that has been introduced in any of 
these hearings with respect to the legislative intent of the 1949 law, 
one finds that it was really suggested that there be flexibility, and 
no one can read Mr. Hale’s memorandum, the Acting Solicitor at that 
time, without concluding that he very clearly and explicitly recog- 
nized that we do have different economic conditions in the United 
States from time to time; that at some times we have high levels of 
employment and inflationary pressures; at other times we have un 
— 

As I see it, what we have had in respect to this particular law was 
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have been associated with recessions. These, it seems to me, are not 
applicable at all in periods of high levels of employment. 

Pat us go back to the 1949 law. That law was considered at a time 
when we had our first postwar recession. My own position, along 
with many others, was one of deep concern. We did not know how 
Jong the recession was going to last; we did not know how deep it 
was going to be. In the summer of 1949 unemployment was increas- 
‘n¢ and industrial production was falling. The national income was 
going down. Many people thought that this would be much like 1921, 
or possibly even 1929, with a sharp, severe drop in activity, the first 

y severe adjustment from the wartime conditions. That is the 
environment within which the law of 1949 was enacted. ee 

Let me remind this committee that despite the environment within 
which that law was being considered and enacted, it was stated that 
prohibitions would be lifted if it could be demonstrated that the goods 
were related to domestic shortage or they could be brought in if it 
were demonstrated that this was beneficial to the economy. I say 
here today, Mr. Chairman, and members of the committee, that the 
wording in this legislation without any question is entirely incon- 
sistent with the wording of the present regulation. In that period 
of recession, 1949, there was no evidence at all of the kind of rigidity 
which was introduced in January of 1959 when the economy was 
enjoying a very substantial rate of recovery. 

tn 1955 the next measure was a BDSA memorandum to the various 
people working in this area which tended to interpret the law more 
strictly. 

That 1955 memorandum, by the way, rather surprises me because 
it came in November 1955. 1 myself think it was in response to the 
1953-54 recession when, undoubtedly, manufacturers did complain 
bitterly about unemployment and idle resources. It is surprising that 
the memorandum did not come until November 1955, when recovery 
was pretty well underway. | 

I would say that the experience of BDSA on the 1955 memorandum 
and the 1959 rules and regulations would indicate some sort of a lag 
in response to economic circumstances. 

From an economic point of view, I am very distressed by that memo- 
randum and what was said, by the way, here this morning. 

The memorandum states, and I quote: 

“The fact that the importation would not be detrimental to the 
economy does not constitute a benefit.” 

I have been practicing economics in Government and outside of 
Government for some 30 years and doing graduate work at univer- 
sities, and it is awfully hard for me to conceive of that sort of com- 
pletely innocuous situation wherein a lack of detriment cannot be in- 
terpreted as a benefit to the economy. 

do not know where this quite neutral area or neutral zone exists. 
But it is hard for me to conceive that bringing back goods, which 
Congressman Brown feels were overproduced and may have resulted 
from errors in estimated needs of the military would not be beneficial 
apni After all, our needs in periods of hostility may appear to 
quite modest and reasonable, but when the hostilities are over they 
are very much in excess relative to military needs for defense purposes. 
But nonetheless, here are goods and services produced by the sweat 
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and the ability and the brains of the workers and management in the 
economy, with our own materials, efforts, and capital being made 
available at economy prices for the benefit of the economy. If jg 
hard for me to conceive of these not being of some benefit if they are 
not specifically detrimental. 

I cannot for the life of me understand the regulation which sayg 
the fact that the importation is not detrimental does not really mea 
that it is a benefit. 

It is this kind of contortion or extreme strain in interpreting these 
matters which indicates to me that very little really serious economic 
consideration has been given to the development of these criteria. 

Now let us go on to the 1958 hearings. 

Mr. Chairman, these hearings were held in July of 1958. In July of 
1958, the last data that we had then on the performance of the ecop. 
omy in any real sense was for April. We had employment figures for 
May, the early part of June, but by and large in July, when thes 
hearings were held, we knew only what the economy was doing into 
the latter spring months. The economy was going down until April, 
Unemployment was increasing and industrial production was declin- 
ing. ‘The national income was deteriorating and there was a great 
divergence in views as to how serious this recession might be. Within 
that environment it is completely understandable, Mr. Chairman, and 
members of the committee, that there would be great distress about 
further unemployment, further reductions in production as a result of 
bringing in the surplus goods. I would say, Mr. Chairman, that in 
periods of declining activity and increasing unemployment, there 
ought to be more severe restrictions on the import of these goods than 
in periods of rising activity. 

Therefore in the environment of those hearings, it was understand- 
able that the complaints were very strong, very vigorous, very dra- 
matic and represented real concern. It happens, however, that this 
order of the Department of Commerce did not come out until Jan- 
uary of 1959. Now, by January of 1959, we had had not full recovery 
by any means but we had had very substantial recovery. Industrial 
production in the United States had increased very considerably from 
April of 1958 to January 1959. There was still substantial unemploy- 
ment, but it was down somewhat. 

Production of durable goods had increased by 15 percent from 
April 1958 to December. The December index of industrial 
production was out—the November figure was out by the time this 
order came through. Again, I cannot understand this tightening up 
in relation to recession circumstances at a time when very substantial 
recovery was underway, and I believe that this does reflect this 
particular lag. 

Before dealing with the specific provisions of this order as it stands, 
Mr. Chairman, I would like to talk a little bit about what it is we are 
discussing here, what magnitude are we concerned with, what kind of 
a giant monster are we really worried about. On that point we have 
prepared some figures based on data which are available on this 
subject. I think it is most unfortunate that we have no data on how 
much material did come in under the authorizations previously issued, 
in terms of the acquisition cost or of the purchase cost. But we do 
have certain information. 
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Mr. Fascet. Would the Department not have all that? 

Mr. Naruan. The Department currently has no information what- 
sever on the value of surpluses that come back into the United States. 
But we do have data which will reflect. on this indirectly. | 

For instance, during fiscal year 1957-58, the total foreign excess 
personal property sold by the Department of Defense, and this 
accounts for most of it, was $872 million. This is in rounded figures. 
Now this does not really represent the area with which we are con- 
cerned here, this $872 million, because some of that was given away, 
some scrapped and sold as scrap. Some was abandoned and some was 
ysed for military aid to other countries. 

The residual, which is defined as “sold as usable or for salvage” 
amounted to $582 million. This was the total disposed of abroad in 
fiscal year 1958 as usable or for salvage, and for this the Department 
of Defense received $42 million, in round figures, as proceeds. 

In the previous fiscal year for 1957 the total amount available was 
$610 million, which figure has been used considerably at the hearings. 
But of this $610 million, half of it was for scrap, military aid and the 
like, and only $305 million, or half, was for usable or salvage 
material. 

Now what. does this $305 million in 1956-57 or the $582 million in 
1957-58 mean? How much of this really could have come or might 
have come back into the United States ? 

On this score, we have talked with people in the Defense Depart- 
ment. I would emphasize first of all that much of this is really 
military-type materiel and has no counterpart. use in civilian life at 
all—A considerable part of it, not all, but a considerable amount. 

Secondly, we were advised by the surplus people in the Department. 
of Defense that normally the foreign country in which the material 
is located at the time it 1s declared surplus is given priority in terms 
of acquisition. We are advised that very substantial amounts are 
actually taken by these countries and their governments under negoti- 
ated arrangements. 

Thirdly, I would like to emphasize that what is left is then put up 
for bid, and by no means are all the bidders American surplus dealers ; 
asa matter of fact, I looked at some of the abstracts of bids in Japan, 
and it was our judgment that in recent months about 10 percent of the 
bidders were American firms and about 90 percent were foreign firms. 

This, in itself, is not entirely conclusive because you may have 
representatives or agents of American firms bidding under foreign 
names. But, nonetheless, only a small portion of the bidders are 
American firms. It is hard for me to conceive generally of foreign 
firms buying with the thought that they are going to dispose in the 
American market, because there are real marketing problems involved 
herein. 

Mr. Smiru. Could I interject a thought here, Mr. Chairman? 

Mr. Fasceti. All right. 

Mr, Smrru. I am not quite sure what the difference is. If they sell 
the surplus commodities or the surplus products to American surplus 
dealers, then it is in our total economy. 

On the other hand, if Japan, for example, buys these surplus prod- 
ucts, they must get some dollars to pay for them so they sell some 
commodities here anyway, don’t they, to get the dollars? Don’t we 
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Mr. Natuan. Currency ? 

Mr. Smiru. Yes. 

Mr. Naruan. I was thinking mainly of the goods in a sense com 
back to the American market as surplus goods. The chances are that 
if Mitsubishi were to bid in Japan, there is very little likelihood of 
their selling in the United States as compared with one of the Ameri- 
can surplus dealers bidding for it. 

Mr. Bree. But you are going to have the products coming in 
whether this surplus is sold to a foreign firm and they sell some of 
their own goods here to get the dollars or whether or not the surplus 
comes in, aren’t you ? 

Mr. Naruan. Of course, Congressman Smith, the only thing is you 
don’t have the identity. For instance, Japan may have a lot of for. 
eign exchange accumulation or they may be willing to eat into their 
foreign exchange reserves or they may have triangular relations, 
Many countries will sell goods in third countries and get dollars for 
them depending on the nature of the goods. 

Mr. Smirn. Then that third country will sell something here to get 
the dollars. 

Mr. Narnan. Then, of course, you have some countries that in a 
sense get dollars through foreign aid. 

Mr. Situ. So to be consistent and if the purpose was to try to keep 
some goods that are not in the country from coming in here, you could 
not sell to a foreign firm any more than you could to a U.S. firm? 

Mr. Naruan. That is right. 

Mr. Fasceti. That is if you were considering the total impact on 
the domestic economy ? 

Mr. Natuan. Yes, in the aggregate. 

Mr. Fasceti. But they are not doing it in dollars. They are doing 
it in commodities. 

Mr. Naruan. Yes, and by the way, in some countries our surpluses 
are sold for foreign currencies. We then use the foreign currency 
for our own bases and our own embassy expenses and things of that 
nature. 

But I asked the Defense Department people “Can you tabulate 
how much of your surplus disposition was made to American bidders” 
trying to narrow it down. We were advised that, undoubtedly, the 
amount that was sold to American surplus dealers was less than 10 
percent of the amount for sale for usable or for salvage. 

Mr. Fascetx. So that in 1956-57 that would be $35 million based on 
acquisition costs. 

Mr. Naruan. It may have been as high as $35 million. Now, I 
would point out one other things, as these gentlemen here have 
indicated. A substantial amount of what American surplus dealers 
buy abroad they themselves resell abroad without every bringing it 
back into the United States because the important thing is, they are 
in there to make the most that they can. That is the conception under 
which free enterprise operates, and properly so. If they can take a 
aoe which they will buy in Japan or buy in Italy and sell it to 

hana, Argentina, et cetera, at a higher price than they can sell it in 
the United States, they will dispose of it in other parts of the world. 

If we look at the domestic surplus, in fiscal year 1957-58, domestic 
surplus sales in acquisition costs were three times the foreign sales for 
this category of usable or salvage goods. 
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In other words, if we sold $580 million abroad, we sold $1.7 billion 
in the United States. Our sales of surplus “usable or for salvage” in 
the United States were three times that abroad. Now, if one were to 
accept this estimate of a maximum of 10 percent of what was sold 
abroad as coming back to the United States, and I honestly think it 
ig a maximum, then the maximum that could come back into the 
[nited States or would come back into the United States under no 
restrictions would be at the most 3 percent of what is sold 
domestically. ; . 

In other words, if your domestic sales are three times what your 
foreign sales are and only one-tenth of your foreign sales comes back 
to the United States, then your foreign sales that might come back 
into the United States might be as high as 3 percent of what is sold 
domestically out of surplus. 

In a sense I think this begins to give us some relative magnitude of 
what is involved here. 

One might say if it is such a small amount, why is there such a 
gream and why is there such a kick about it? 

We live in what the economists call a marginal economy and if you 
prevent each successive action step you destroy the whole. I am sure 
that a lot of people would like to prohibit the sale in the United 
States of domestic surplus too. I think there are probably some 

ple in industry who would like to have us undertake to scrap 
everything used so there would always be a continuing new market. 
If we could dump into the ocean every car over 4 years old, obviously 
the new car sales would be greater. I wouldn’t blame the new car 
industry for favoring this, but it would be terribly wasteful. 

Obviously you want to maximize your market. But there are other 
considerations. 

Mr. Fascetx. I don’t think you have given birth to a new idea. 

Mr. NatHan. You know a lot of people have suggested expandin 
the law, Public Law 480, which provides for sale of our agricu'tura 
surpluses overseas for local currencies, into a Public Law 480 for 
industry, that is, take whatever is available beyond what is readily 
and immediately marketable and make it available abroad for local 
currencies. This indicates the degree to which some people would 
like to go in terms of getting goods out of the way, no matter whether 
they are useful or not, so that the new products always have a market. 

Mr. Fascett. I would only observe at the present time we have a 
buildup of several billion dollars in local currencies, in foreign coun- 
tries, and one of these days—— 

Mr. Narwan. Yes, one of these days it is going to be a real problem. 

Now, Mr. Chairman, if I may turn briefly to the criteria in the 1959 
order to which I take such violent exception, and if I sound indignant 
on—. 

Mr. Fascerz. That’s all right, you get just as indignant as you want. 

Mr. Naruan. I just think that the economic profession would gag 
pretty much over this order. 

First, the order talks about the criterion “beneficial to the economy.” 
The order says, and I quote here: 

The importation of foreign excess property must have special benefits over 


and beyond any benefits to be derived in the marketplace by an added supply of 
goods and materials through imports. 
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Mr. Chairman and members of the committee, I don’t know hoy 
anybody can conceive of a system like ours operating without think. 
ing of benefits being derived in the marketplace. 

Now, if they are thinking of antique pieces where you have one of ap 
item like a picture of some kind that nobody can duplicate, that | 
can understand. But in thinking beyond those measures, any degree 
of determining benefits outside of the marketplace I think, is go fop. 
eign and so strange and so in a sense inconsistent with sound and 
intelligent economic principles that I can’t imagine anybody eye 
approving this from an economic point of view. 

Mr. Fascecu. You tell me what it means in your opinion. 

Mr. NarHan. What it means is that we are not going to consider 
how the benefits are derived within the economy in terms of prices 
and added supply, in terms of goods available. 

We are going to take something that is completely beyond the eo. 
nomic realm in determining whether it is benefiical to the economy, 
The word “economy” ought to not even be used in their “beneficial 
to the economy” if you are going to ignore the marketplace. 

If I were sitting in the position of the FEPO, I would not know 
how to interpret this except to say nothing comes in unless it js s9 
unique, so strange, so odd, so peculiar, that it just otherwise is not 
available. 

That is the only way I could say that it is beneficial to the economy, 

Mr. Fascety. In other words, what you are telling me then is that 
as an economic specialist, when you define the terms as used in 4014 
subsection (b) “Special benefits over and beyond any benefits to be 
derived in the marketplace,” this is what you have just described, 

Mr. Naruan. That is correct, sir. 

Mr. Fascetu. This is in economic terms. 

Mr. Narwan. In economic terms. 

Mr. Fasceuu. As differentiated from what I as a layman might con- 
sider. 

Mr. Natwan. Yes. 

Mr. Fascerz. That is your economic definition in your opinion. 

Mr. Naruan. Yes, sir. I have never read any book and I have 
never read any articles describing economic activity in a capitalistic 
free enterprise system but that it interprets the whole thing in terms 
of the marketplace. This is the whole conception of free enterprise, 
that values, prices, costs, alternative uses, everything is determined 
in the marketplace. 

This is how a free economy really functions. To say that we are 
going to consider as benefits only those that are outside of the market- 
place is somethhing beyond my realm of conception. 

Mr. Fasceti. You are making the point then that the first sentence 
of the criteria is not within the purview of an economic definition of 
the phrase in the law which reads “or otherwise be beneficial to the 
economy of this country.” 

Mr. Narwan. Mr. Chairman, exactly. You couldn’t have written 
words to try to destroy the conception of benefit to the economy more 
deliberately than by putting in this pharse that is stated right here 
and now. ee 

Mr. Fascexx. Let me digress for just a moment. Do you maintain 
as economic matter that the language in the law which says “or other- 
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wise be beneficial to the economy” presupposes that a determination 
of domestic shortage as such is a benefit to the economy ? 

Mr. Natuan. Oh, no. I would say that I would interpret the 
We Fascett. What does the word “otherwise” mean in that law? 
Mr. Natruan. Or in another way is beneficial to the economy. __ 
Mr. Fascett. In other words, if you are relieving a domestic 

shortage. 
ye Yes. 

Mr. Fascety. That is a benefit to the economy. 

Mr. NatHan. Yes. 

Mr. Fascety. I mean you are a lawyer and an economist. Now, is 
there any other interpretation on the word “otherwise” in that law? 

Mr. Natuan. No, sir. : 

Anything that relieves the shortage is beneficial to the economy and 
there are Other ways in which it can be beneficial to the economy. 

Mr. Fascett. You are talking about an economic sense outside of 
the law ? : ; 

Mr. Naruan. Yes, but I say that if I were trying to read this law 
as a lawyer, I would say that you are allowed to bring in the goods 
ifyou are going to relieve a shortage. — 

Mr. Fasceti. Despite what it says in this law what I want to know 
from you as an economic specialist is that if you relieve a domestic 
shortage by the importation of goods, it is essentially economically 
beneficial to the economy. 

Mr. Narnan. Yes, sir. 

Mr. Fasceti. I just wanted to understand. 

Mr. Natuan. Without any question. 

Mr. Rrnvets. Mr. Chairman, I am reluctant to interrupt, but there 
isa serious failure of communication or understanding on this point. 

I would like to point out that the words “by an added supply of 
goods and materials through imports” are words of qualification and 
limitation which modify the words which immediately precede them 
in the quotation which Mr. Nathan has given. Now I think that 
this is a matter of the utmost importance. 

Mr. Fascetz. It presupposes I would imagine the importation of 
articles. 

Mr. Rinrers. Of course. Now if Mr. Nathan’s argument is ad- 
dressed to the proposition that an economic advantage in abstract 
snse is derived from adding goods to the marketplace, we would 
be the first to concede that were it not for the existence of this statute. 

Now this is simple abstract economics which I think appeals to all 
of us. 

Mr. Fascerz. You mean the prior part of section 402? 

Mr. Rrvrets. Yes, but we have a statute which is pointed to exclu- 
sion at least to a degree. 

Now acceptance of Mr. Nathan’s argument effectively destroys 
the statute. It leaves it with no susceptibility of interpretation 
whatsoever. 

Mr. Fasceti. I think we had better get this matter straight here. 
I will certainly presume as a matter of fact that you would have 
tointerpret in context of the whole thing. 
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And that while he may be addressing himself to a particular gep. 
tence or as in my case, to a word, nevertheless we would have to 
arrive at something which would interpret the whole section 499 
the law, the whole regulation. I think your point is well taken, 

Mr. Rivtets. I have no quarrel with Mr. Nathan if he wishes to 
criticize the statute as being ‘ifounded. 

Mr. Fasce.u. Let him criticize it if he wants to. 

Mr. Rintets. This is his right. But I am not prepared to concede 
that this language represents economic illiteracy, which is his point, 
because I think he has quoted it out of context. 

Mr. Narwan. I was going to say this. I think the law is wrong 
I think the law as it stands is wrong and I will come to that, but | 
say, when within the law I think this interpretation is an incop. 
sistent one. The law says that you shall forbid the importation of 
this surplus unless you can demonstrate that it will relieve a shortage 
or otherwise be beneficial to the economy. 

Now I say that when somebody says that when you are translat- 
ing benefit to the economy, you must translate it as some benefit to be 
derived beyond benefits from the market place resulting from ap 
added supply—I will put in the last sentenve—“resulting from ap 
added supply of goods through imports,” then I say it makes no 
economic sense because added supply of es brought in by imports 
reflect in the marketplace certain benefits, and you do not permit 
that evaluation of those benefits. 

As I say, the added import, that is the import of these goods and 
services, have their economic impact through the marketplace. 

And you here deny considering the benefits of this added import 
through the marketplace, and this I say is utterly untenable. 

Mr. Fascetu. I understand your point and I will reserve until 
a later time asking the Departmen* what they meant to exclude speci- 
fically in that statement, because obviously they meant to exclude 
something. 

Mr. NatruHan. Well, what they apparently meant to exclude— 

Mr. Fascetxi. I meant to exclude something and therefore it must 
be capable of definition or commonly accepted parlance. 

Mr. Naruan. As I read the further provision, you do down to this 
section 401.4(c) (11). This is one of the things they obviously intend 
to exclude. 

“Unique articles, unique items including musem and collection 
pieces, articles of historical values and antiques and items of special 
sentimental value may be considered to be beneficial to the economy, 
and secondly expenditures in connection with importation, that is 
substantial expenditures for labor materils, parts” and so forth. 

As I read this carefully, these are the only two exceptions which 
are the special benefits that are to be considered. It is hard for me to 
conceive of any others if you define this as benefits derived other than 
in the marketplace by this added supply of goods from imports. 

Now if the Department of Commerce feels and I think they do, 
that this interpretation is consistent with the law, then I think it’s 
incumbent on this committee to clarify or try to or - the legisla- 
tive intent, because if this is a correct interpretation of the legislative 
intent, then I honestly think this committee would better pass an- 
other law clearing it up and saying no foreign disposed surplus shall 
come back into the United States. 
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Mr. Fascety. I don’t know that I nase with your conclusion. We 

‘cht ask the Department to reconsider the regulation. 4 
mir. NatHan. Except that they think that their interpretation is 
consistent. ' i 

Mr. Fascetu. Obviously that is the reason they wrote the regulation. 

Mr. Rintexs. I submit to the committee that if Mr. Nathan’s propo- 
sition is pursued to its logical conclusion, that the importation of 
goods which are foreign excess property, does confer a benefit—— 

Mr. Fascett. Then you won’t need an FPO. , ae. 

Mr. Rrntets. We have no further need for any further activity in 
this field because everything must come in. 

Mr. Fascett. I knew you were going to say that. 

Mr. Rrvtets. I trust the Chair concurs in that view. _ 

Mr. Fasceti. Iam notsosure. You see, I am in the middle and am 
not now ready to judge. 

Mr. Naruan. I say, Mr. Chairman, that this needn’t be a black or 
white provision, i.e., either absolute freedom of entry of all imports 
or none. I think the present regulations in effect are know. This is 
my interpretation. You have had since January of 1959 to June 15, 
5% months of pretty good activity in the country. I would like to 
see unemployment down from where it is, 314 million. I think our 

ss national product ought to be higher. I would like to see our in- 
ustrial production up but, by and large, this is a period of vigorous 
wth in our economy. 

We have had one allowance from the FEPO under these regulations 
in 514 months, and I think if the persist in these criteria there are 
are not going to be many. I would like, by the way, to ask how many 
came in in 1958 after the hearing. In other words, I would like to 
know how many authorizations were approved from July 15, or 
whenever the hearing ended last year, to December 31. 

I understand from the surplus dealers industry, by the way, that it 
was almost nil in those 5 months, so maybe we have had almost a 
year of practically no imports. Pursuant to what Congressman Smith 
asked on the other day, it would be well to get from the Department 
the number of applications made in the first half of 1958 as compared 
to the first half of 1959, because I understand a lot of these fellows 
figured they were not going to file any applications because they felt 
there was no point. They were not going to get anything. They tell 
me that they filed manyfold as many in the first half of 1958 as they 
filed in the first half of 1959. So the comparison of 1 to 60 may not 
be the right measure. 

What you have here is the Department of Commerce’s interpreta- 
tion that you gentlemen on Capitol Hill want no imports or practically 
none. 

Mr, Fascetx. I don’t know where that interpretation came from, 
Mr. Nathan, if that is the way you look at it. As far as I am con- 
cerned, all this committee required and all we were critical of was 
the establishment of a definite criteria, a method of operation that 
oe be understood by the Department, by the industry, and by 

n, 

Now if it is true that the Department has come up a year later or 
whenever it was with the regulations through which they attempted 
to meet the recommendations of the committee by trying to be 
specific, it is certainly well for us to examine what they have done. 
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_This is the first opportunity we have had to discuss it, to get all 
viewpoints, and then see where we go from here. " 

Mr. Naruan. I think you are right. 

Mr. Fascetxi. Mind you, I don’t eliminate from that your analysis 
of painting the production picture. I think that is also for perspee- 
tive and for understanding. But again in my own case I was pot 
concerned with what the economic situation was at the time we held 
the hearings last year. 

Mr. Naruan. I do think that the committee probably was remiss, if 
I may be permitted to say so, in its report this spring in reviewin, 
the new regulations of Commerce by saying: “If properly enforced 
the new regulation should fulfill the committee’s recommendation.” 

I honestly feel that these regulations were not carefully studied in 
coming to that conclusion. Let me go on if I may to some of these 
other criteria. 

Take the criterion of time consideration. Let’s look here, to the 
criterion, let us say 401.4(c) (6), “Temporary or seasonal shortage,” 
and 401.4(c) (2). 

The regulation 401.4(c) (2) says: “Potential shortages and indirect 
benefits. These will not be regarded as satisfying the statutory 
criteria.” , 

Now this seems to me absolutely arbitrary. What if we do know 
there is a potential shortage? What if we know that the demand and 
supply situation reveals that.a shortage is imminent and is going to 
happen? I don’t know how you interpret potential, but potential has 
always seemed to me a time concept. Potential shortages are not 
being considered in applying these criteria. 

Then we turn around and we find on “Temporary or seasonal short- 
ages”: “If a shortage is of a temporary or a seasonal nature, or is 
caused by the deliberate withholding of goods from the market, or 
by work stoppages in producing plants, due regard must be given to 
the fact that FEP import determinations remain in effect for 6 
months from date of issuance.” I interpret this as saying that a tem- 
porary shortage shall really not be taken into account because these 
determinations are for 6 months, and 6 months is a pretty long time 
and temporary is probably less than 6 months, so, therefore, you 
can’t take into account really temporary shortages. I say you lock 
the door by saying potential shortages shall not be taken into account 
and temporary shortages shall not be taken into account in a real 
sense. 

This is another one of the criteria I think that demonstrates this 
tendency to preclude imports. Let’s look at normal imports. Now 
I probably disagree with Congressman Brown and if he were here we 
would have an argument about trade. 

Mr. Fascetx. I am sure you would anyway. 

Mr. Naruan. Yes, I think so, even though we are both from Ohio, 
but I believe in reasonable liberal export-import trade. 

I don’t believe in high tariffs and IT am very much concerned about 
high levels of activity in our economy. However, I don’t think that 
the answer lies in severe trade restrictions. 

It just seems to me strange that if we have sizable normal imports, 
these shall not be taken as evidence of domeestic shortages. And yet 
this is what it says here. This regulation here states that “a history 
of substantial imports of a product is not conclusive.” 
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It is true there are the words “conclusive as to the existence of a 
domestic shortage.” _ 

The persistence of a substantial level of imports is pretty over- 
whelraingly a conviction that there is a domestic shortage, not abso- 
jute, Dut certainly prima facie evidence. 

Mr. Fascetx. It is a rebuttal presumption. 

Mr. Naruan. Yes, it is. Now when we get to prices, I am really 
disturbed, because I think the subject of prices and the subject of 
these so-called commodities in areas of CONRAN really get to the 
heart of the point of what we are talking about. The first property 
order of the Department of Commerce back in 1950 provided that 
applicant had to submit reasons and evidence as to why in his judg- 
ment the domestic demands are not attributed solely to the price at 
which the product is offered. 

This is repeated over and over again, that price shall not be a real 
evidence of any shortage or benefit. 

This strikes me as rather strange. I find that President Eisenhower 
and the present administration and I think most responsible people 
are very much concerned about inflation in the United States. 

The President has appointed a Cabinet committee. We are going 
to have a report by that committee coming out next Monday with a 
considerable amount of hullabaloo about inflation. I am worried 
about inflation, too; I think we ought to fight it. But I sincerely 
suggest to this committee that the various arms of the Government 
are not working very well together on this subject because if there 
is anything that certainly could help against inflation in a period of 
high levels of activity when prices are rising rapidly, it would be 
even a modest marginal amount of goods coming in. 

I was especially interested in sitting here the other day and listen- 
ing to Mr. Masterson of the fastener industry. I gather he talked 
last year for the nuts, bolts, and screws industry. 

I have here an exhibit which is a table of price increases. Here 
we have here wholesale price indexes going back to 1947. From 1950 
to April of 1959 wholesale prices in the United States have risen by 
one-sixth. 

The increase in all wholesale prices has been 16 percent. But the 
wholesale prices of machinery and motive products, which is the 
group which you heard about so much a year ago, have risen 40 
percent since 1950. 

Mr. Fascein. I used to think at one time that that would mean 
that the demand far exceeded the supply. 

Mr, Naruan. Yes. 

Mr. Fasceii. I don’t know what it means today. 

Mr. Naruan. Well, we have a big fight among economists about 
cost-push inflation and demand-pull inflation but you are still not too 
far off. 

Mr. Fasceiy. That doesn’t really give me any benefit. because I 
might be too far off. 

Mr. Naruan. I think you are pretty nearly right. But from 1950 
to April 1959 all wholesale prices in the United States rose one-sixth. 
Machinery and motive products as a group rose 40 percent; construc- 
tion machinery and equipment rose 54 percent; bolts, nuts, screws, 
and rivets rose 64 percent; and contractors air tool, which is a small 
group, went up 70 percent. 











200 IMPORTATION OF FOREIGN EXCESS PROPERTY 


Now if we are really concerned about price increases in these cate. 
gories, then we ought to be concerned a little bit about competition, 

I feel that while much has been said here about this problem of 
greater benefits in the sense of the budget—President Eisenhower jg 
very worried about the unbalanced budget and I would like to gog 
a balanced budget too—I think we ought to be concerned about the 
maximization of Government revenues. 

I believe in competition and as I see it there is nothing more com. 
petitive than sealed bidding. If the industries in the United States 
are really concerned about these fellows going out and buying thegg 
bargains and coming back and making these horrible profits, these 
tremendously excessive profits, why don’t they go in and compete with 
them, bid up the prices? 

Mr. Fascety. I asked them the same questions, Mr. Nathan, at the 
last hearings. 

Mr. Natuan. They said they didn’t know about it. 

Everybody knows about it. If the equipment dealers are cop. 
cerned about these fellows buying cheap, let them go out and bid 

Mr. Fascetu. The answer is they are not in that business. 

Mr. Nartuan. It is not a very good answer because somebody else 
would go into it. 

Mr. Fascett. I agree but that is their best answer. 

Mr. Natuan. A lot of surplus dealers have lost their shirts as well 
as gained by it. This is part of the risk. They buy things that really 
are not worth what they pay and others may be worth more. 

Another area that concerns me about these regulations, and I can't 
help but characterize this as almost ridiculous, is the area of com- 

etition. Now in this economy of ours, throughout the history of the 
tinited States there has always been competition between new and 
used, and between surplus and brandnew products, between high 
priced and low priced lines. 

I think that the interpretation here, saying that in judging short 
supply or benefit to the economy only property of the same class and 
in direct competition should be considered, is uneconomic and unreal, 
that is, only when all items of a competitive product group or class 
are in short supply, shall there be a finding. 

Now I venture to say that the question is how you interpret this. 
But as I have seen the interpretations being applied, they are so re- 
strictive as to be prohibitive. BDSA would probably regard new 
Cadillacs and low-priced used cars as one class of products. 

This is the real sense of the new and used. If you havea used prod- 
uct that costs $1,000 but a new one is $10,000, I don’t see how an tbody 
can say this is in the same real competitive class. These are different 
kinds of users, different kinds of entities in terms of business com- 
munity. We have always had these kinds of differential markets. 

I believe that this whole area of tending to put groups in the aggre 
gate and then to disregard prices as an element, is a completely ur- 
economical application and a tendency to disregard the functioning 
of a free enterprise competitive economy. 

In a sense I think this is true of the question of local and national 
markets. 

Mr. Fascett. You are not maintaining the position that the con- 
verse of this proposition would be a nonrebuttable presumption. 
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Mr.NarHan. Ofcoursenot. 
Mr. Fascert. You are maintaining that this is a factor to be taken 
nto consideration, whereas you read this as a complete exclusion of 


ese items. ‘ 

Mr. Natuan. Thatiscorrect. 

Mr. Smiru. Have you set forth in your statement the criteria that 
are included here that you think are not in accordance with the law 
and for what reason ? 

Mr. Narnan. I have been going over these. I have covered all 
the criteria. ; , 

There is one other point and then I would like to generally 

arize. 

The question has come up about this question of documentation. In 
the hearings last year, on page 23, there is shown this memorandum. 
This is sort of a working document of the Department of Commerce. 
It goes back to the beginning. It states in section 601.5(c) (8) : 

The statement of the application that importation of the property would re- 
lieve domestic shortages and/or otherwise be beneficial to the economy of this 
country together with his reasons and such supporting supply-demand and other 
evidence as he may be able readily to procure such as reasons why in his judg- 
ment the domestic demand for the property is not attributable solely to the 
price at which the property will be offered as compared with the price of similar 
property of new domestic production. 

He is to get signed statements of consumers or dealers who found 
difficulty in oe supplies of similar new products or of manu- 
facturers who have been unable to fill orders for such property. 

He me peeves production and consumption statistics indicating 
source et Cetera. 

Such statements should indicate the area in which the applicant proposes to 

sell the property and the class of purchases which he proposes to sell. 
_ I say, Mr. Chairman, that at the —_— time the burden of proof 
ison the importer. I was interested in reading the hearings in your 
report last a and I must say that when I think of the resources of 
BDSA with 25 industry divisions and the staffs they have, I feel a 
little sorry for these importers who have to go out and do a marketing 
analysis, presumably a marketing documentation, if they really want 
tohave an opportunity of a anything. 

The burden of — is on them. I myself feel that it is improper 
that the burden of proof should be on the applicant and I feel that in 
line with my ultimate conclusion on changing the provisions of the 
8, 4 os of cee — te to be = =~ applicant but ought to 

n the Government and on the one who objects, who reall 
“7 the eee: arent i a 
anybody knows about new scources and demand-supply, I think 
themanufacturer should. But I think the Government as know 
itmore than the importer. 

Let me just summarize in a final sense about the whole criteria and 
the way in which they work. 
on > are going to deal with this it should be in the light of what I 
tng e American economy is going to look like in the future, and 
on 1s an abundant economy with at most intermediate recessions. I 
on most of us believe in the Employment Act of 1946; most of us 

ope that the Government will be successful in trying to maintain 
and preserve full employment. 
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Most of us hope we can and will avoid inflation in the future. 

Then, I think, consistent with those objectives we ought to chan @ 
the legislation and encourage the import of these goods subject . 
evidence that imports will be damaging in certain segments and areas 

The burden of proof then ought to be to demonstrate through unem. 
ployment, through idle resources, through unused capacity that we 
are really hurting the economy. 

I, myself, wholeheartedly think that the presumption is that a good 
that was produced and paid for by you and me, by taxes; a product 
that used American skills, labor, machinery, and raw material is ay 
asset and not a liability. 

We ought to try to raise our living standards—not just through 

roduction—but through use of all available goods we don’t believe 
in producing for the sake of producing. We believe in producing for 
ultimate objectives, the jobs, the higher living standards, the benefits 
that can be derived from it. 

I think the presumption ought, to be that these goods should come 
into the economy, should be encouraged to come into the economy, 
and that they ought to be held out only when it is clear that they will 
create unemployment, only when it is clear that they will have adverse 
economic impacts. 

My feeling is that the restrictions ought to be liberal in periods of 
high levels of activity, which is exactly the opposite of what is being 
done today. There might be a tightening up in periods of unemploy- 
ment and in periods of declining activity. 

I think that what we have here, in summary, is a peculiar history 
of tightening up in periods or recession, which has some justifications, 

Now we are in a different period of economic activity. I think we 
are going into a different period in 1960-61. I think we are going to 
be at high levels of activity, and to have these regulations persist, in 
my judgment, means that there are not going to be any imports of any 
significant amount coming in. 

This I feel is inconsistent with the well-being of our economy and 
the objectives towards which I believe we are all seeking. 

Mr. Fascetz. Mr. Nathan, you have explained your ideas with re- 
spect to the change in the law, which is very clear to me. Now let’s 
take another tack on this. Let’s assume for the moment that we are 
not, going to change the law. 

Let me ask you do you agree that we should operate this program 
within the Department of Commerce on definite criteria if at all 
possible ? 

Mr. Natruan. Yes, I do. 

Mr. Fasceiyi. Now have you in your statement delineated other than 
the specified criticisms of the existing regulations which I think I un- 
derstand generally, and will pick up specifically out of your statement, 
would you have suggestions as to what should be eliminated, what 
should be added, and what should be modified ? 

Mr. Naruan. Well, I haven’t it in writing here but I would be glad 
tocomment. For instance, on the “beneficial to the economy” criterion 
I would change that completely. 

I would interpret “beneficial to the economy” as meaning goods 
which are of value and that can be made available to the American 
people, to American business, to American consumers, American pro- 
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ducers. It should be indicated that these goods shall be brought in not 
only where they can relieve shortages but also where it is clear that 
the benefits, in the sense of the added assets of these goods in the 
marketplace more than offset the detriment in terms of employment 
and production in the economy when there is substantial unemploy- 
ment and idle capacity. This would be the general tenet. 

You see, the Department of Commerce interprets the feeling of the 
Congress as being that it really want to keep this stuff out, by and 


MT think this is really the feeling of the Department of Commerce, 
that it is your intention, by and large, that these goods shall not be 
brought in in competition with new production. — 

I think that it ought to be your expression in the report of this 
committee, that this is not your intention. Rather, it is your intention 
that such goods shall not be brought in when it is clear that they will 
interfere with new production and add to unemployment at times 
when there is any significant amount of unemployment. 

Mr. Fasceti. My intention is that the law be properly and fairly 
administered and that the Department have the regulations to do it; 
and that following up our report of last year that they establish defi- 
nite criteria so that everyone would have an equal understanding and 
an opportunity, rather than leaving it all to the judgment of one man 
inside as to what his procedures and criteria were from time to time 
by which the rights of the people coming under this law would be 
affected. So while I am very interested in the general comments which 
you have made on this, I would like to get specific. 

' We don’t have to do it right now. You can do it in writing. 

Mr. Naruan. I would be glad to. 

Mr. Fasceiu. I would be interested in and all of us would be inter- 
ested in seeing just what language you would come up with in apply- 
ing to the regulations under which the department would operate to 
do what the law requires them to do. 

I think basically that is their job. Now I don’t eliminate com- 
pletely the idea that they are going to be very sensitive to the feelings 
of Congress at a given moment or time. I have never noticed an 

ney jumping through a hoop because I suggested anything. Maybe 
if the whole Colaeeee says it in a law or if a whole committee or 
even a particular committee chairman—there migh be a little differ- 
ence there. 

This may be very true, in presenting a mistaken conception about 
it. I hope that I have set it straight so far as I am concerned, that 
our report is clear in my opinion. We said definitely “We want you 
to establish criteria.” This they have tried to do. 

Now when we came out later and said that if properly enforced 
this ought to do the job, I think that is exactly what we meant. Now 
if the hearings subsequent thereto based on the testimony show that 
it is not going to do the job, then we will have to do something else, 
if that is possible. Of course they can still call the shots, you know. 
Basically they administer and interpret the law. If Congress does 
not like it we change the law. 

We don’t take them to court. So far as I am concerned it has been 
very helpful to me anyway. I appreciate your comprehensive state- 
ment and analysis on the problem as you see it. . 


449745914 
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Mr. Smith, do you have any questions? 

Mr. Smiru. No. 

Mr. Fascett. How about the staff? Gentlemen from the Depart. 
ment, do you have any comments or questions that you would like 
to ask? 

Mr. Rintets. Mr. Chairman, there are a number of things that we 
would like to say, and I am not sure that we are in a position to say 
them all at this time. 

Mr. Fascetx. I did not mean by way of complete rebuttal ag to 
what has been advanced by Mr. Nathan. I thought that if there was 
anything that you wanted to clarify at this point while he is here that 
you would take the opportunity to do that. 

Mr. Rrnvexs. I think there are one or two high spots that we would 
like to hit. I would like to go back if I may to 1944 when the Surplus 
Property Act was enacted. Now it was entirely understandable that 
that law should be passed, in view of the special situation that was 
generated 

Mr. Fascetzi. By a tremendous amount of material. 

Mr. Rrvtexs. By World War II accumulations of property 
overseas, 

Now that stayed on the books until 1949. 

There are factors which arose between 1944 and 1949 which I think 
Mr. Nathan has overlooked or failed to mention. 

One of the principal ones is the development of foreign bases as a 
part of our national policy. Now this was noval. We acquired many 
foreign bases and we backed them up logistically with large quantities 
of property. Following that, in 1950 came the Korean war, and this 
in turn resulted in the generation of large quantities of overseas sup- 
plies. Now the law in 1949 I think reflected in part a recognition of 
a new situation, namely the establishment and maintenance of foreign 
bases as a matter of national policy. 

Now even after Korea, we again are presented with a new situation 
which contributes materially to the current position and to a reason- 
able basis for maintenance of this law and this policy, and that is the 
enormous push upward of our national defense budgets, which have 
currently been of an order of magnitude approaching and reaching 40 
billions of dollars. 

Now much of this represents acquisition of new material. The new 
material pushes out the old material. Much of the old material that 
is pushed out becomes foreign excess property, and the sales figures, 
the report figures of the Department of Defense, show no shrinkage. 
They show an upswing in the mounts of foreign excess property which 
have been generated over the past several years, and there is every 
reason to assume that they will not drop within the next 2 or 3 years. 

Mr. Fascerzi. As a matter of fact, aren’t the figures now greater 
than they were immediately subsequent to World War IT? 

Mr. Rivets. I believe they are, sir. 

Mr. Fasceti. I don’t know. This is just an impression I have. It 
seems to me I read somewhere that the Defense Department alone had 
$50 or $60 billion of items which they could consider excess at the 
moment. 

Mr. Rintets. Now what the chairman says is quite right. These 
are important figures. And while we are talking about some hundreds 
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of millions of dollars, this is a factor to reckon with in terms of the 
domestic economy. I would like to point out also that the mere fact 
that we have a law and that we have a regulation and that there is 
awareness of that has a tendency to retard the purchase of property by 
American bidders or bidders for the American market. _ 

Now when we talk about 10 percent of the property being acquired 
in the past by American bidders, the reason It ink or a reason why the 

is not much higher is because of the existence of this very section 
409 and the fact that it is being administered. vi tak 

Where we would go were there no such law it is impossible to say, 
but I am sure that we would go very considerably higher. 

Mr. Fascetx. I think that is a pretty safe statement. You would 

to the best market. 

Mr. Rrntexs. Yes. 

Mr. Smrru. Isn’t it very possible though that in that event there 
would be less foreign goods being shipped in, to get dollars to buy the 

lus, so you come back to the same place, don’t you? 
r. Fascetu. It is different people though. 

Mr. Rintexs. I think it is different customers, Mr. Smith. 

Mr. SmirH. Different customers and different goods but the total 
effect on our economy is practically the same in the end, isn’t it? 

Mr. Rivets. No, I think that these are American dollars being 
spent for these goods for the most part if we are talking about goods 
being bought as surplus for the U.S. market. 

Mr. Smirn. But in order to get the American dollars, the foreign 
country that bought the surplus goods then ship more of their own 

into our economy to get the American dollar. 

Mr. Rrnters. No. Let’s take the case of Mr. Ellis. He takes 
American dollars over to Japan and he buys American surplus. 

Now the Japanese don’t need any dollars to consummate that 
transaction. In effect that is still within the U.S. economy. 

Mr. Smirn. But didn’t you say that has been discouraged due to 
the fact that we have this act ? 

Mr. Rintets. Yes. 

Mr. Smrru. So if it has been discouraged then what happened was 
that the Japanese firm bought the same surplus product that the 
American firm would have purchased, and then in order to get the 
dollars the Japanese firm ships some other product to get dollars. 

Mr. Rinrers. The Japanese may buy with domestic currency, with 
their own currency, and I know that this has been done, that offerings 
are made for the indigenous currency. 

Mr. Smrru. They either got it as foreign aid one way or another; 
they had to get the dollars someplace. 

r. Rivrexs. It is my understanding that many of our surplus 
sales are made for the currencies of the countries in which the 


ae sold. 
_ Mr. Smrru. Unless we buy from them, that is a nice way of saying 
it was given to them. 

Mr. Rinrers. No. This is part of their own private enterprise 
system. 

If Mr. Schultz, in Germany, wants to buy American surplus with 


me marks there, it is true there is nothing to stop him from 
ong it. 
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Mr. Fasceti. But that is different. That ishard money. The peg 
of this money is not convertible and that makes a great big difference 

Mr. NarHan. The implications are what will we do with the yen 
if weaccumulate them. You raised that question. 

Mr. Fascett. Exactly. I will take all of the deutsche marks you 
can give me but there is a great deal of local currency stuff right 
where it has been staying and never will be converted. They can‘ 
even us it in their own country because it will blow the lid off theiy 
own economy. 

Mr. Rintexs. This is true and I understand that there are ceilin 
on the amounts of local currency that we will accept in connection 
with sales. But nevertheless this doesn’t necessarily represent a dol- 
lar transaction or a sale of goods into the United States in order to 
raise dollars. And in some cases the sales may be for soft currencies 

Mr. Fasceuu. It doesn’t give rise necessarily to the situation that 
Mr. Smith describes, but it might. 

Mr. Rintexs. That is my understanding. 

Mr. Narwan. One other point I would like to make. Mr, Rintels 
has talked about these 40 billions and so on. 

Most of this surplus really is still in the United States. We were 
advised by the Defense Department that they are reducing their over. 
seas depots. It may be our strategic considerations will change that 
but our numbers of overseas depots are going down. ; 

I think that what we are going to have is a rise in domestic sur- 
pre availabilities and a shrinkage in foreign excess. I would not 

. surprised, Mr. Chairman, were you to be under tremendous pres- 
sure 2 years, 3 years, 5 years from now to dump our domestic surplus 
in the ocean or get rid of it some way sot it won’t compete in the 
American market. But the overseas surplus is still a relatively small 
amount compared to the total. 

Mr. Fasceti. The pressure is all right here. The amounts that I 
was talking about, that is 50 or 60— 

Mr. Naruan. That is mostly domestic. 

Mr. Fascetu. I didn’t say it was foreign. Go ahead. 

Mr. Rivets. I would like to say on that that the various actions 
which have been taken by the Department of Commerce to which 
Mr. Nathan has referred, such as the memorandum of 1955, and the 
new order of January 1959 were not specifically related to swings in 
the economy. They attempted to regularize the provision on a pro- 
cedural basis, and they were intended to establish a straight line 
method of procedure whereby decisions could be made which might 
in turn reflect the economy, but which would provide constant rules, 
so that the state of the economy might be taken into consideration, 
but there they were not conditioned at the time of issuance by the 
state of the economy. 

This I can testify to on personal knowledge because I participated 
in the preparation of both of those documents to a degree. 

Mr. Fascetz. I am glad to hear that although he points out a very 
unusual coincidence, let’s put it that way. 

Mr. Rivets. I believe it is a coincidence, but I think that I should 
make the point to the committee that it is no more than a coincidence. 

Mr. Fascetx. I understand your position, because I just got 
through making the same observations about our hearings last year. 
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Mr. Rivers. Now I cannot take up all of the points that Mr. 
Nathan has touched on in connection with the criteria, but I would 
not like to leave the committee with the impression that these were 
hastly, ill-considered, and totally irrelevant criteria. 

Let me just mention a single 

Mr. Fasceti. [ am sure they were not. 

Mr. Kameetman. We think in fact that they are deliberate, sir. 

Mr. Fascert. He didn’t say you thought that. He was afraid I 
might assume that and I was assuring him that I realized that. they 
were not, that they were being vary cautious and careful about. it. 

Mr. Rrntexs. Let me just take one which Mr. Nathan has men- 

tioned as a horrible example to demonstrate that I don’t think that 
it is a horrible example, and that is the one involving reliance upon 
i S. 
m bat is subsection 9. Now there is a degree of plausibility to Mr. 
Nathan’s position, but the example that I would like to give to the 
committee is the problem of cameras, photographic equipment. Now 
it is 1 think common knowledge that we are importing a very large 
number of cameras these days. _ 

[ have heard estimates running as high as 55 and 60 percent of the 
total domestic sales of cameras as representing imports. Certainly the 
committee can take notice of the fact that we can walk down Pennsy]l- 
vania Avenue or 15th Street and there is no shortage of cameras. We 
have cameras coming out of our ears, both foreign and domestic. Now, 
this is the point that subsection of the regulation is intended to ex- 
emplify. We can have an ample supply, an over supply, even though 
much of the source of that supply is itself imported material. 

Mr. Fasceti. This is the kind of thing that has been troubling me 
alittle. Let’s use the camera as an example and let’s say that impor- 
tation of items—how does that read ? 

“History of substantal imports of a product is not conclusive” et 
cetera, right ? 

Mr, Rintets. Yes. 

Mr. Fasceti. Let’s take a camera which is available domestically 
out of domestic production. Let’s assume it has certain specs and 
features which brings a price on the domestic market of $250. Now, 
a foreign importer giving you the same specs and features can be 
bought for $8.88. What does this indicate, anything? 

I don’t know. I mean does it have any bearing on this criteria at 
all or is it excluded because of the price criteria earlier ? 

Mr. Rivets. I think price would bear on what the chairman said, 
but I don’t think that this is the precise question which is raised by 
this matter of reliance upon imports. 

Mr. Fasceiti. No; but what I am getting at is it does bear on the 
reason for reliance upon imports to some extent, because the history of 
imports of this particular item is created by the fact that I can’t buy 
114 lens which has complete resolution from corner to corner and has 
the type of gadgets I want on it for $8.88. 

Tjust can’t buy it so I have to buy a Japanese import if that is what 
I want at that price. Now if price to me as a user is of no considera- 
tion, then the history of imports means nothing to me. 

_ Mr. Rinters. The competition that the chairman is speaking about 
is the competition between the Japanese-produced imported camera 
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for $8.88 and the domestically produced camera for $250. This has 
nothing to do with the subject of foreign excess property. 

Mr. Fasce.x. I understand, but it does create S histor of imports, 
which you then say is not conclusive upon the question. So that an 
applicant can’t use this particular criteria as exclusive or conclusive 
evidence. He would have to go beyond the fact that you have impor. 
tation of these $8.88 cameras. 

Mr. Rivtets. That is all that was meant by that criterion when jt 
was written into this regulation, and I think it makes very good sense, 

Mr. Fascety. Except when I come around and say, “All right, that 
may not be conclusive but I can’t buy this camera for $8.88.” Yoy 
then come along and say, “Oh, yes; but under section 3 you can’t use 
price.” Then where am I? 

Mr. Rintets. I am afraid I don’t follow your argument. 

Mr. Fascexx. In other words, if history of imports on an item is not 
a conclusive consideration and price is excluded, and I as an appli- 
cant am trying to prove short supply of an item, what you are really 
saying to me is that price and the history of imports is not evidence of 
a domestic shortage. 

Mr. Rintrets. We don’t have a shortage. 

Mr. Fascexii. You have got all kinds of cameras. 

Mr. Rivers. On the facts that the chairman posited we just plain 
don’t have a shortage. 

Mr. Fasceiy. I understand, but as far as I am concerned, there is 
a shortage of that type of camera for $8.88. This is the point that 
is the real difference. I understand completely the Department's 
position. There is no question about that. We have cameras coming 
out of our ears and we even have American cameras now you can 
buy for $8.88, although of a different quality. 

Mr. Rivets. All we say is that because the domestic supply hap- 
pens to consist very largely of imports, and we have a history if 
imports, that does not establish a shortage. You have to go beyond 
that. 

Mr. Fascett. I think that is clear enough, 

Mr. KampetmMan. With respect to an earlier statement by Mr. 
Rintels with his figures with respect to increased defense spending 
is not attempting to tell us that we maybe have to fear again a flood 
of foreign excess property. The fact of the matter is that the t 
of defense expenditure now is increasingly a missile defense expendi- 
ture and not necessarily going to be reflected in foreign excess prop- 
erty. This information we get from abroad now is that a geat deal 
of the material in the large warehouses abroad are in the form of 
airplanes, ships, and ammunition. 

Mr. Smiru. From what I heard about some of these missiles I 
thought they were excess right now. 

Mr. Kampetman. We have not yet discovered how to use them. 
I think it is important to keep the perspesctive that the fact that 
you have increased dollars being spent in the defense budget does not 
necessarily mean that this is going to create the kind of foreign excess 
property we are talking about, because the defense dollar is being 
spent increasingly in missiles, and the facts seem to be that the mate- 
rial available abroad are not necessarily the kinds of materials that 
again are the subject matter of our concern. 
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They are ships, airplanes, ammunition—a different type of dis- 
posable material. 

Mr. Fascert. I think maybe what you say has a great deal of 
merit, and yet I have a tremendous amount of confidence in the 
American user that he will be able to find some application of a 
missile on his farm. 

Mr. KamretmMan. We would welcome that. 

Mr. Smiru. This fellow that was in here from Chicago would 
convert one. ) : , 

Mr. Ruvrers. Mr. Chairman, this certainly does not cover the water- 
front on this subject. I merely wanted to mention that as one ex- 
ample where we believe that our regulations have perhaps been 
examined not in the context in which they were written, and that 
we would like the opportunity to make a further submission to the 
committee covering the various points that have been developed in 
the course of the hearing. 

Mr. Fascetu. By all means we will do that. 

You can do it for the record and, subject to whatever the chair- 
main desires later, we will certainly continue on the matter, because 
now that the issue has been raised, and I think very properly so, all 
of us are interested in analyzing everything that has been done to date 
and seeing just exactly what should be done if anything. 

Frankly, I don’t have any conclusions at this moment. Do we 
have any further witnesses in your presentation ? 

Thank you, Mr. Nathan, for a very comprehensive and capable 
statement. 

Mr. Kampelman, do you have any more in your prepared 
presentation 

Mr. Kamrretman. As I understand the schedule of witnesses, Mr. 
King is scheduled next, and then I am scheduled to summarize. We 
are perfectly willing to accommodate ourselves. 

r. Fascett. If you want to summarize now you may or, if you 
would like to do it later, we will put you on last then. 

Mr. Kamretman. Thank you; yes. 

Mr. Fasceiy. We will call Mr. Joseph T. King. 


STATEMENT OF JOSEPH T. KING, WASHINGTON COUNSEL, 
ASSOCIATED EQUIPMENT DISTRIBUTORS 


Mr. Kine. Mr. Chairman, my name is Joseph T. King and I am 
the Washington counsel for the Associated Equipment Distributors. 
I must say that I am overwhelmed by all the economic facts that we 
have had presented here. 

Mr. Fasceti. Well, you can contribute to our immersion. 

Mr. Kive. Mr. Chairman, I will not attempt at this time to answer 
Mr. Green’s statements. I have a copy of a letter dated September 
22 addressed to Mr. Olmstead in which we take up the same argu- 
ments presented by Mr. Green and Mr. Ellis at the time they filed 
their appeal and our answers to those points. At the conclusion of 
the statement I will file that for the record. 

@ document which I have given you on the cost of doing business 
survey need not be included in the record. I will refer to it. 

Mr. Fascett. We will certainly accept it for the committee’s file in 
conjunction with the hearings. 
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Mr. Kine. My appearance today is on behalf of the Associated 
Equipment Distributors, a trade association composed of over 800 re. 
tailers of heavy construction equipment. 

I wish to express the industry’s appreciation for the opportunity 
you have afforded me to appear in oppositon to any change in the 
present law governing the importation of foreign excess property, 

Section 402 of the Federal Property and Administrative Servicog 
Act of 1949, as amended, prohibits the importation of foreign excess 
property into the United States unless, in the case of nonagricultura] 
goods, the Secretary of Commerce determines that the importation 
of such property— 

* * * would relieve domestic shortages or otherwise be beneficial to the economy 
of the country * * * , 


The legislative history would indicate this particular provision was 
included at the suggestion of the Department of Commerce. 

Mr. Matthew Hale, then Acting Solicitor of the Department of 
Commerce, in appearing before the House Committee on Expendi- 
tures in the Executive Departments on March 24, 1949, in connection 
with the then pending bill, H.R. 2781, stated in part as follows: 


With regards to title II concerning foreign excess property, it should be noted 
that section 202 (of H.R. 2781) has a limitation on the disposal of agricultural 
commodities, food, cotton, and woolen goods prohibiting their importation into 
the United States unless the Secretary of Agriculture determines that such 
property is in short supply in this country or under certain other conditions 
specified. There is no comparable provision limiting the importation of foreign 
excess industrial property such as is presently contained in the Surplus Property 
Act of 1944. Assuming that the amounts still to be disposed of abroad are not 
excessive and would not, therefore, have a disruptive effect on the domestic 
economy, the dropping of the limitation on the return of surplus industrial 
materials would be in line with the objective of freedom of international trade. 
However, if it is anticipated that the owning agencies abroad, such as the 
National Military Establishment, may in the foreseeable future make surplus 
declarations of substantial quantities of automotive equipment, construction 
machinery, and industry materials the dropping of limitations on their importa- 
tion into the United States might have a serious impact on industrial producers 
here, particularly small and new enterprises. e 

So long as the needs of full economy are equal to or greater than our ability 
to supply, with our present industrial machine, removal of these limitations 
would in general not have a serious impact on the economy although individual 
spots might be disrupted to some extent. Should economic conditions change, 
however, any substantial imports of foreign excess property might have serious 
repercussions such as were visualized with the limitation on such importation 
inserted in the Surplus Property Act of 1944. 


It is apparent that Mr. Hale was referring to and recommending 
the provisions subsequently enacted by Congress delegating to the 
Secretary of Commerce the specific responsibility to see that imports 
of foreign excess industrial products would not have a damaging 
impact on the domestic economy. 

Mr. Hale was certainly prophetic in visualizing that the— 

* * * National Military Establishment, may in the foreseeable future make 


surplus declarations of substantial quantities of automotive equipment, 
construction machinery, and industrial materials * * *. 


Further, Mr. Hale stated: 


Should economic conditions change, however, any substantial imports of 
foreign excess property might have serious reprecussions * * * (House of 
Representatives Library, vol. 1503, 8ist Cong., 1st sess. ). 
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I would like to digress here for a moment to explain why the con- 
struction equipment dealers seem to be more concerned about the 
surplus property problem than some of the other dealers of items that 
are surplused. I do not represent the manufacturers. The construc- 
tion equipment dealers sell at the consumer level. They have used 
equipment which is competitive to the construction equipment sold 
as surplus. They do not trade in the surplus property because they 
have their own trade-ins that bother them already. 

Construction equipment is durable equipment. It lasts quite a long 
time. Mr. Green says it does not last from 5 to 20 years. There are 
a good many 20-year old cranes that are still in operation. After 
World War II, there was a considerable dumping of surplus on the 
west coast. That surplus equipment depressed the market on the 
west coast for a good many years. The import of that surplus has 
been reflected in the rental rates of construction equipment ever since 
World War II in the California area. The industry compiles annual 
rental rates for construction equipment. On the west coast, particu- 
larly in the California area, rental rates are much lower than in any 
other part of the country. This is due primarily to this huge dump- 
ing of surplus construction equipment after World War II. It is 
still a drug on the market. 

I mention this because Mr. Green indicated that this equipment 
does not have a life usefulness of from 5 to 20 years. The useful life 
of construction equipment depends upon the type of equipment and 
its maintenance. 

One other point: Mr. Nathan pointed out that the price of construc- 
tion equipment has increased 60 percent. He cited this as a horrible 
example of inflation. 

Mr. Nathan is not fair in his analysis as he is comparing compara- 
ble equipment. I don’t think Mr. Nathan would say that. the $3,000 
car today is comparable to the S800 car prior to World War II. 

The present-day car has additional equipment. The engineering 
isentirely different. ‘The horsepower has increased. The same thing 
istrue of construction equipment. 

What was produced prior to World War IT would look like minia- 
ture construction equipment compared to that. put out today. All 
you have to do is compare a couple of cranes or shovels and their 
capacity and rating. 

The wholesale price of construction equipment does not reflect the 
increased capacity of the equipment, so the 60 percent factor used is 
nota fair factor. 

In the past, some importers have argued that the foreign surplus 
property brings a higher price when sold to importers for sale on the 
domestic market and the additional recovery value realized by the 
Federal Government is “a benefit to the economy of the United 
States.” 

In the first place, Congress, in enacting the provision prohibiting 
the importation of foreign excess property, was primarily concerned 
with the general economy of the United States, which includes labor, 
industry and the public as well as the Government. 

In the second place the argument is penny wise and pound foolish. 

The purpose of the prohibition was to keep this oversea surplus off 
the domestic market to protect current production and employment. 
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The loss in tax revenue from lower production and employment 
would offset the amount realized from the sale of surplus equipment 
many, many times. ; 

We are sure the committee is cognizant of the potential damage to 
the economy which might flow from relaxation of the present prohibj- 
tion against the importation of such foreign excess property. 

The magnitude of the whole surplus property problem was recently 
summarized by the Assistant Secretary of Defense, Perkins McGui 
in an address last February at the Worldwide Property Disposal Con- 
ference of the Department of the Army. as 

He pointed out that in addition to the 60 billion dollars’ worth of 
major combat equipment currently in use and which is becoming ob- 
solete fast, there was, at that time, approximately 24 billion dollars 
worth of excess and long-supply items. 

The $24 billion figure represented acquisition costs, but accordi 
to Assistant Secretary McGuire this represented more than one-hal 
of the annual total personal income tax collected by the United States, 

Of the $24 billion, $4 billion of this was, at that time, in the hands 
of surplus property disposal officers. The remaining $20 billion is in 
excess and long supply in warehouse inventories. According to Mr, 
McGuire the current $8 billion rate of disposal is greater than the peak 
years following World War II. 

Mr. Chairman, I believe you referred previously to some comment 
on that subject and it may have come from a release from the Depart- 
ment of Defense. 

Mr. Fascetu. I believe you are right, as I recall it. 

Mr. Kina. I have it here, and I will submit it for the record. This 
statement is taken from the Department of Defense release. 

Mr. Fascetx. We will insert it in the record at this point. 

(The document referred to follows :) 


{News release, Feb. 24, 1959—No. 198-59] 


AppREss By Hon. PerKInNsS McGuIRE, ASSISTANT SECRETARY OF DEFENSE (SUPPLY 
AND LOGISTICS) AT THE WORLDWIDE PROPERTY DISPOSAL CONFERENCE OF THE 
DEPARTMENT OF THE ARMY, THE PENTAGON, FEBRUARY 24, 1959 


“Surplus disposal” is a provocative phrase. What does it mean? “Surplus” 
is always a concept that staggers the imagination. 

But do we mean surplus in its accepted sense or have we coined a poor phrase 
to describe updating inventories. 

The business of progress is to make modern things obsolete by technological 
displacement. This forced draft technology of the Defense Department creates 
obsolescence. Obsolescence should be the only major factor in the generation 
of surplus. 

Our experience shows that this is not true. It shows that surplus has many 
complex causes. 

It is this complexity of causes that makes “surplus property” a king-sized 
problem requiring some king-sized solutions. 

At present we have approximately 24 billion dollars’ worth of excess and long- 
supply items. These figures are based on our costs when we bought the 
material. 

Do you realize that $24 billion is more than one-half of the annual total per- 
sonal income tax collection for the United States? 

Four billion dollars’ worth of surplus is in the hands of property disposal 
officers; 20 billion is in excess and long supply in our warehouse inventories. 

On top of all this there is more than 60 billion dollars’ worth of major combat 
equipment in use which is becoming obsolete fast, 

Each passing day and each technological advance pushes our existing combat 
ships, tanks, and planes a little further along the way to obsolescence. 
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However, obsolescence isn’t the essence of the problem, neither is “surplus 
1.” They are merely twin factors affecting the problem. The problem 
js to create better material management systems. 

Note that word “management”. In the final analysis this is the essence of the 
so-called surplus problem. There is always a danger that we become so pre- 
gecupied with surplus disposal that we forget surplus prevention. 

If we are not careful we become like a fire department that’s so proud of its 
efficiency in putting out fires that it doesn’t have a program of fire prevention. 

We must expect that a certain proportion of our combat equipment will 
wear out, grow old, or be technologically displaced. But this doesn’t account 
for $8 billion a year. 

Right billion is our current annual rate of disposal. This is a tremendous 
yolume of materiel greater than the peak years following World War II. In 
fact, Macy’s and Gimble’s together don’t sell this much. 

This disposal job is being done efficiently, but let us not fool ourselves. Im- 
proving the efficiency of “disposal” is like improving the efficiency of an auction- 
eer at a bankruptcy sale. 

We cannot claim credit for a good job well done if we continue to be pre- 
occupied with more efficient disposal. That would be like the typist trying to 
improve her ability to erase. 

Let’s face up to the big problem—synchronized procurement. 

Procurement, distribution, consumption, and obsolescence have to be operated 
at the same speed—like the four wheels on your automobile. 

Since we are trying to speed up technological breakthroughs, you can’t slow 
down obsolescence caused by scientific advances. Similarly you don’t want to 
speed up or slow down consumption. You want it to remain geared to reality. 
Therefore it is inevitable that we must drastically improve procurement practices 
and inventory management. These are the factors over which we have control. 

This doesn’t mean that while we are trying to control the origin of surplus, 
we cannot continue trying to dispose of it more efficiently and more effectively. 

There is little point in disposing of some surplus to make room for more 
surplus. This would be like having a clearance sale in order to make room for 
another clearance sale so you could lose money faster. 

The problem must be fought two ways at once. We must reduce the generation 
or procurement of new surplus while we dispose of old surplus. 

To reduce the input of new surplus we need better requirements, improved 
procurement, and better inventory management. In this area we must pioneer 
new techniques that will meet the current situation of stampeding technology 
and alternating warm and cold war. 

In the area of improved disposal, which is the area of those at this meeting, 
we need the assistance of the Congress. For years the level of our programs 
for disposal have been determined by congressional limitations on the amount of 
funds which can be made available to pay for costs of these programs. 

The result is not to the advantage of the Government or the taxpayer. It 
prevents the efficient disposition of surplus material which is running up 
storage charges. For example, it costs more than $100 million per year to carry 
in stock $22 billion of excess and long-supply inventories. 

In the fiscal year 1960 presidential budget estimate we have requested the 
tlimination of any cost limitation on disposal programs. It is incumbent upon 
us to justify the requirements for these programs on a basis which measures 
costs against returns. This is one area which can provide significant dividends. 

Next, we must assure that we get maximum utilization of long-supply stocks 
before we dispose of our materiel. We must close all avenues which led to 
concurrent buying and selling. There are so many things which we do not have 
and need to buy that we cannot afford to buy that which we already have. 

Once materiel is determined to be surplus to the needs of the Government, it 
should be disposed of expeditiously and efficiently. 

DOD Directive 4140.13, which has just been released, goes a long way toward 
this objective. The procedures to implement this policy are now under develop- 
ment. I can assure you they will be simple and effective. 

Pointless use of excess stock isn’t effective disposal. Picking up excess paint 
because it is free and then using it to paint surplus weapons or obsolete ships 
doesn’t save money. It’s like buying an item you don’t need because it’s on sale. 

In closing I would like to emphasize some basic principles regarding surplus: 

1. As long as our business is to make progress, we are going to make surplus. 
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2. But we have to be very sure that we make only the irreducible 
(Surplus as a result of technological advance is tolerable, like growi 
surplus resulting from outmoded procurement and distribution is an j 
procedural illness.) 

3. We have to continually dispose of the irreductible minimum of Surplus 
before it starts costing additional money to keep it. F 

4. Surplus possibly can be “defended,” but it can never be justified, To man 
people it will always be a “dirty word.” y 

5. Every piece of surplus you ever handle should haunt you with this ques- 
tion: ‘‘Why didn’t we buy less of this item in the first place?” 

I urge you to consider those five principles. 

Every military man knows when you fail to score a bull’s eye it is seldom 
the fault of the target. Similarly, every executive knows when you fail to 
achieve your objective it is seldom the fault of the objective. Management jg 
the business of making things work better. Let’s manage this one. 


minimum, 
Ng pains: 
ntolerable 


Mr. Kine. Our industry, now, is continually plagued by domes. 
tically generated surplus and the illegal use of such equipment by 
local governmental agencies ostensibly acquired for one purpose but 
used for another. There are no shortages of construction equipment, 
We have not heard of one single instance where a construction project 
has been held up or delayed because of shortage of such equipment. 
Manufacturer, distributor and contractor inventories are more than 
adequate to meet foreseeable demands. This situation prevails in 
spite of shutdowns because of labor disputes and lower production 
levels necessitated by the 1957 and 1958 recession. 

Although an additional supply of surplus construction equipment 
would have an impact on the sale of new equipment, it would toa 
greater extent depress the used equipment market. As shown by the 
industry’s latest gross profit analysis of used and new equipment 
sales, it is impossible for the distributors surveyed to show a profit 
after deducting normal operating expenses on used equipment sales, 

“Special Report—Gross Profit Analysis Used and New Equipment 
based on AED’s 1958 ‘Cost of Doing Business’ Survey.” 

This is the document I am referring to, and we would suggest with 
the permission of the chairman that in the record they only insert 
the third full paragraph. 

Mr. Fasceti. On what page? 

Mr. Kina. On page 3. 

Mr. Fascetzt. You mean the table? 

Mr. Kine. No, the full paragraph which starts with “Gross profits” 
and ends with “profit figure.” 

Mr. Fascetyt. We will include that paragraph in the record at this 
point. 

(The information referred to follows :) 

Gross profits on sales of used equipment for distributors reporting in all 
eategories showed up impossibly low; impossible, that is, for distributors sur- 
veyed to show a profit after deducting normal operating expenses. With a 
national average gross profit of 8 percent on used equipment and operating 
expenses of 17.9 percent per dollar of sales (as shown in the principal report), 
distributors surveyed seemingly took a net loss of almost 10 percent on sales 
of used equipment. Gross profits ranged from a low of minus 3.3 percent toa 
high of 18.9 percent, while overhead expenses ran between 14.93 and 20.99 per- 
cent. Tractor distributors and firms in the ‘over $3 million” group recorded the 
lowest gross profit percentages—a mere 4.4 percent in the case of tractor dealers 
and even less (0.5 percent) for distributors with sales over $3 million. By con- 


trast, the “under $1 million” distributors reported an average 15.7 percent gross 
profit figure. 
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Mr. Kina. The report reflects the highly competitive condition in 
the industry which in turn reflects an adequate, if not oversupply of 
construction equipment. Members of the committee have been sup- 
plied with a copy of this analysis. It need not be included in the 


record. , 

The basic arguments used by the importers for relaxation of the 
limitations on foreign excess property were advanced by two appel- 
lants last August before the Appeals Board of the U.S. Department 


of Commerce. 

Arguments advanced and our answers to those arguments are con- 
tained in a letter dated September 22, 1958, from me to the then 
Chairman of the Appeals Board, Mr. Frederic W. Olmstead. A copy 
of that letter is submitted for incorporation in the record. | 

Mr. Fascett. That letter will be included in the record, sir. 

(The letter referred to follows :) 


LAW OFFICES OF K1nG AND NOBLE, 
Washington, D.C., September 22, 1958. 
Mr. Frepertc W. OLMSTEAD, 
Chairman, Appeals Board, 
U.S. Department of Commerce, 
Washington, D.C. 

Dear Mr. OtmstTeAD: This is in reference to the appeals of the Ellis Co., 
identified as FEP-43, FEP-48, FEP-49 and FEP-50 (hereinafter referred to as 
Ellis appeals) ; the appeal of the Gray Trucking Co., identified as FEP-—53, and 
the appeals of the Green Truck Sales, Inc., identified as FEP-66, FEP-67 and 
FEP-68 (hereinafter referred to as Green appeals), so far as these appeals ap- 
ply to construction equipment, machinery, attachments and parts, which were 
heard by the Appeals Board on Tuesday, August 26, 1958. 

No one appeared on behalf of the Gray Trucking Co. and there is nothing in 
the transcript to indicate that that company is pressing its appeal. We assume 
that the appellant has abandoned the appeal and the denial of the licensing 
officer will be sustained. 

GREEN APPEALS 


Mr. Green stated (Transcript, p. 25) that he intended to prove (1) existing 
shortages of used construction equipment, (2) the economic need for the importa- 
tion of overseas surplus construction machinery, and (3) that considerable 
benefits would flow to the economy if this equipment were made available to 
small businessmen who are presently deprived of the opportunity to purchase 
this equipment. 

The only proof offered by Mr. Green in support of these points are his own 
assertions. Even in this regard, it should be noted that he was specific on only 
three items. He states (transcript p. 26) that in the Los Angeles area there 
is only one sheep’s-foot roller “identical” to the 37 Letourneau models w-2, which 
he is requesting authority to dispose of on the domestic market. He states that 
he has “time and again refused the sale of these rollers to interested American 
buyers despite the fact that these same prospective buyers inform us that they 
are in critically short supply.” 

The last available statistics show that manufacturers in 1956 shipped only 
1,481 tamping and sheep’s-foot rollers, both drawn and self-propelled (Facts for 
Industry Series M35D-06). The Bureau of Census’ statistics do not give us a 
breakdown between the drawn and selfpropelled rollers. (The Green appli- 
cation covers drawn.) The Green application involves a large number of units, 
compared to domestic production, when you realize that domestic production 
figures include not only drawn and self-propelled, but shipments to the military 
and shipments in export. It is therefore not surprising that the incomplete sur- 
vey of inventory in the hands of equipment dealers in California showed only 
16 used sheep’s-foot rollers. It should also be noted that contractors own many 
of these rollers and they are rented to other contractors when not in use. The 
humber of rollers Mr. Green wishes to import is probably in excess of the number 
of new units shipped to the State of California in 1956. 








216 IMPORTATION OF FOREIGN EXCESS PROPERTY 


The fact that Mr. Green found “only one such identical model availabje” in 
the Los Angeles area is immaterial. As Mr. Anderson pointed out in his testi- 
mony, the type of sheepsfoot roller is not important, as there is little difference 
in rollers. Compaction resulting from the rollers is the important factor (tran- 
script p. 145). 

Mr. Green cites the need of the Navajo Reservation for a “Universal mode 
1830 rock crusher with primary and secondary rollers, 50-tons-per-hour capacity” 
(transcript p. 27). In this connection Mr. Green stated, “If this equipment could 
be obtained at a reasonable price a lengthy contract would have resulted”, (tran- 
script p. 27) and that “the entire project has been abandoned, until such time ag 
this or similar equipment becomes available for sale” (transcript p. 28), Pos. 
sibly the individual Navajo Indian is not rich, but in recent years the tribal 
income from oil and mineral leases has exceeded $20 million a year. It is doubt. 
ful the tribe abandoned the project merely because they could not buy a used 
rock crushing unit “‘at a reasonable price.” 

Mr. Green also states that he is “being pressed by a Nevada contractor to sel} 
him a Model 15B Bucyrus Erie 44-yard crane”. The contractor wants the 
machine “at a reasonable price” and will take “no other make or model, no gyb. 
stitute” (transcript p. 28). There are several of these available. For example 
Crook Co., of 2481 Atlantic Boulevard, Los Angeles 22, Calif., has one listed in 
its latest inventory. 

Careful analysis of Mr. Green’s testimony clearly demonstrates that his cage 
is based on price. He uses the following terms: “within the price range” (trap. 
script p. 27) ; “at a reasonable price” (transcript p. 27) ; “at a reasonable price” 
(transcript p. 28) and “sanely priced” (transcript p. 29). 

It is interesting to note that Mr. Green admits he brought the equipment into 
the United States with the hope that they would be able to sell it on the do 
mestic market. In this connection Mr. Green stated “‘we feel that we are com- 
petent within our industry and it is unreasonable to conclude that we would 
have brought equipment which would have no sale and consequently concentrated 
on those items which we knew were the needed requirements in our area and in 
Canada and Mexico.” [Italics supplied.] He also concedes that this equip 
ment can be sold in export when he stated “should licenses continue to be denied, 
the balance will also be exported to these countries or other foreign countries 
under our present bond obligation” (transcript pp. 29-30). 

It is interesting to note that the Green application includes tractors. Mr. 
Ellis, in his testimony, stated that he is “well aware there are lots of tractors 
available” (transcript p. 66). 

Mr. Green in conclusion stated: “We have presented facts and illustrations 
which we know to be true. We believe that they cannot be disproven and we 
therefore ask this Board to release into the economy the items listed in our 
inventory” (transcript p. 30). We are not aware of any facts and illustrations 
presented by Mr. Green with the exception of his assertions. Even to a layman, 
self-serving declarations can hardly be accepted as proof of existence of a fact. 
If Mr. Green presented “facts and illustrations” to the Board, which do not 
appear in the record, they should be made available to those opposing the grant- 
ing of the appeals so that rebuttal can be submitted. 


ELLIS APPEALS 


Mr. Ellis in his presentation did not content that there was any domestic 
shortage of construction equipment. The only time he came close to claiming 
a shortage was in connection with his application to import bucket attachments 
(transcript p. 50) when he stated that “there is a shortage of availability of 
some of this material”. In the next sentence, however, he destroys his own 
argument when he states, “the buckets can be had, of course. You can buy any- 
thing in the United States—anything—but you can’t buy it at a price that we 
can sell this material for. We maintain again that price is a factor as related 
to the economy of the United States.” [Italics supplied.] In this very short 
statement Mr. Ellis summed up the real basis of his appeals. 

Mr. Ellis uses price argument to support his contention that the equipment he 
would sell on the domestic market would be to an entirely new market and not 
competitive, with the items offered for sale by the established dealers. Mr. Ellis, 
however, refutes his own position when he states that ‘“‘we would sell to anyone 
who wanted to buy it” (transcript p. 51). Assuming, however, that the equip- 
ment might be sold to a person that would not normally buy through the normal 
commercial channels, what assurance is there that he in turn would not resell 
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it to a person that would be a buyer in the normal commercial channels? I 
think the board is well aware of what happened to veterans’ preference rights 
following World WarlIlI. They were bought and sold like options. 

Mr. Rintels in his questioning of Mr. Ellis (transcript pp. 72, 73, 74) clearly 
prought out the fact that this surplus Government equipment will be competi- 
tive with the used equipment sold by the dealers. Mr. Ellis tried to compare the 
yse of his equipment by a subcontractor with the use of new equipment by a 

econtractor. So far as the sale of used equipment is concerned, we are com- 

g the situation of two subcontractors, one operating with Government sur- 
plus equipment and one operating with used equipment purchased through the 
normal commercial channels. If the subcontractor, operating with the Govern- 
ment surplus equipment can underbid the subcontractor operating with equip- 
ment purchased from the normal commercial channels, you eliminate the outlet 
for the dealers’ used equipment. : : 

Obviously the subcontractor operating with the Government surplus equip- 
ment will have an advantage, especially if we accept Mr. Ellis’ statement that 
the dealer cannot “actually rebuild any type of equipment and sell it at a price 
comparable to what we sell the U.S. Government surplus property equipment” 
(transcript p. 38) and that buyers state that “they are unable to find such 

pment at such a price” (transcript p. 38). . 

It might be helpful to use an analogy, familiar to the layman, to demonstrate 
the fallacy of Mr. Ellis’ argument. Let’s assume we did not have a Public 
Utility Commission fixing cabfares in Washington and cabdrivers based their 
fares on their cost of operation, plus a profit. Obviously, if the Government 
were to offer a surplus of unused automobiles that could be used for cabs at 
approximately 25 percent of their acquisition costs, the purchasers of these cars 
would have an economic advantage over the driver purchasing cabs through the 
normal commercial channel. According to Mr. Ellis’ argument, some individuals, 
who could not otherwise buy a new cab, could start up in business and a new 
market would have been created. 

With a lower cabfare offered by these new entrepreneurs we must concede 
that more people would ride cabs. The drivers operating with cabs purchased 
in commercial channels would have to meet these competitive prices but when 
they did their operation would become uneconomical and they would fall by the 
wayside. In substance, the creation of a new market would be the death-knell 
tothe old market. As Mr. Rintels so ably put it, “this may be a situation where 
one man’s meat is another man’s poison” (transcript p. 75). 

There are some major points made by Mr. Ellis which stand correcting. He 
stated that he might be wrong, but “as a rule dealers do not rent their used 
equipment. They want to sell it, asa rule. There may be some who rent, but 
I doubt it” (transcript p. 68). In the last survey conducted among the 800 
members of AED, 58 percent reported that they rent equipment. Of the 35 
AED members in California, 28 reported they rent construction equipment. 

Mr. Ellis stated that large contractors are not looking for bargains “and that 
anew piece of equipment may be a bargain to him whereas it is not to a small 
man who does not have the capital” (transcript pp. 41-42). Mr. Ellis went on 
to give this example, “if I were in a 90-percent tax bracket and bought a 
$60,000-piece of equipment, I would naturally have a 3-year writeoff on this 
piece of equipment, whereas, if I am in a 30 percent bracket I have nothing 
to writeoff against. I have no profits” (transcript p. 42). We are sure Mr. 
Hllis realizes that a piece of equipment costing $60,000 could not be written off 
in 3 years. More important, however, is the fact that if Mr. Ellis were in the 
% percent tax bracket he would be in a profit position and could write off the 
cost of the equipment. We are also sure Mr. Ellis realizes the larger the con- 
tractor the harder he bargains. 

Mr. Ellis makes the point that foreign surplus property brings a higher price 
when sold to importers for sale on the domestic market and therefore there is 
a benefit to the economy of the United States (transcript pp. 46-47). Thisisa 
“penny wise and pound foolish” argument. The very purpose of the Surplus 
Property Act is to keep this oversea surplus off the domestic market to protect 
current production and employment. The loss in tax revenue from lower pro- 

on and employment would offset the amount realized from the sale of 
surplus equipment many, many times. 

Mr. Ellis stated that “we employ as many people collectively as any one large 
manufacturer. I am sure of that, perhaps more” (transcript p.43). We assume 
that Mr. Ellis is speaking of all importers collectively. Mr. Ellis stated that his 
tmpany employed between 18 and 30 people “the average is about 24” (tran- 
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script p. 94). Later Mr. Green stated, “I would like at this time to say that to 
my knowledge, Mr. Ellis’ company and my firm are the only two appellants, and 
I believe the only two importers of construction equipment in bond on the west 
eoast” (transcript p. 165). It is obvious that Mr. Ellis overstated his point. 

Mr. Ellis asserts that 90 percent of the small contractors are operating with 
used Government surplus equipment (transcript p. 70). A recent survey cop. 
ducted among the members of the Associated Equipment Distributors revyealeg 
that the average dealer’s dollar volume of used equipment sales amounted to 
$251,967. Not all this equipment was sold to small contractors but it is reason. 
able to assume that a very large percentage was to small contractors and Small 
business concerns just starting out. There were only 222 firms out of the agsgo. 
ciation’s 800 companies reporting. If we are to assume that the 1,000 distripy. 
tors throughout the country had an average used equipment sales of only 
$100,000 per company, the annual industry volume of used equipment sales 
would total $100 million. Practically all of this used equipment is generateg 
out of sales moving through commercial channels. 

If we accept Mr. Ellis’ statement that 90 percent of the small business firms 
are operating on Government surplus, the Government would be selling the 
equivalent of $900 million worth of equipment annually. We are sure Mr. Bilis 
did not mean to imply that surplus Government sales of construction equipment 
had reached this level. 

Since we do not know what appears in the exhibits submitted by the appellants, 
we are not in a position to refute statements in those exhibits supporting the 
appellants’ cases. If there are statements in these exhibits that require refuta. 
tion, we would appreciate the opportunity to examine the exhibits and supply 
additional information. 

Respectfully, 
JOSEPH T. KING, 
Washington Representative, Associated Equipment Distributors. 


Mr. Kina. I shall be happy to try to answer any questions that you 
may have. 

Mr. Fascetz. As I understand it with reference to construction 
equipment it is your position based on your statistics that there just 
is no shortage of any kind. 

Mr. Kine. Yes, sir. 

Mr. Fascetu. I presume that that is true not only for this year but 
for a long time. 

Mr. Kine. The last shortage was during the Korean war. The 
military requisitioned most of the production during the Korean war. 

Mr. Fascett. What do you mean the shortage that existed at that 
time? 

Mr. Kine. There was hardly any new supply available to the dis- 
tributors and contractors. They had to rely on maintenance of used 
equipment. 

Mr. Fascetu. But the manufacturer was operating at full capacity? 

Mr. Kina. Yes, sir. 

Mr. Fascetu. As far as you are concerned then your interpretation 
of shortage means that the distributors and dealers did not have any 
to sell? 

Mr. Krne. Yes, in large quantities. There was some. The mili- 
tary didn’t take it all. 

Mr. Fevurscn. Mr. Chairman, may I ask a question? 

Mr. Fascetzi. Of whom ? 

Mr. Freutscn. Of the witness, what he means by the illegal use of 
such equipment by local government agencies? 

Mr. Kine. Local civil defense agencies buy for civil defense but the 
equipment is actually used by local governmental agencies for munici- 
pal purposes. 
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Mr. Fasceiu. Under the law they have a preference, do they not? 

Mr. Kine. They get it free except for freight and handling charges 
but there are a good many other instances of that. 

Mr. Fascett. Then as far as the equipment, construction equipment 
now, let me be clear on that, as far as that is concerned, under present 
conditions it is your idea that all of this equipments, should be 
excluded under the present law ? 

Mr. Kine. We have enough trouble with the domestically generated 
surplus. “ ; ; 

Mr. Fascert. Now is there any merit to—one of the witnesses 
testified here about a rock crusher , 

Mr. Kine. Rock crushers, the type he was discussing, are primarily 
dassified as mining equipment, but they are used in construction 
industry. Rock crushers of that type are custom built. Some of our 
distributors buy the component parts and erect them on a custom- 
made basis. We have several on the west coast. They buy the com- 
ponent parts of rock crushing equipment then design it to fit a 
particular site where they are grinding up the rock. 

The conveyance of the raw material and crushed rock depends on 
the terrain. The type of equipment depends on the rock formation, 
the size of crushed rock desired, and methods of transportation avail- 
able. The size of the equipment depends on the size of the quarry and 
the demands for crushed rock. 

Mr. Fascety. Does the staff have any questions? 

Mr. Montcomery. Mr. King, your statement as I understand it re- 
lates to the overall surplus problem. It is not necessarily confined to 
foreign excess, is it ? 

Mr. Kinc. We are concerned with both. 

Mr. Montcomery. I mean domestic is your major problem. 

Mr. Kine. Currently that is our main one but the foreign surplus 
would aggravate our present problem. 

Mr. Montcomery. Do you agree with the statements that have been 
made during the course of this hearing that actually the foreign excess 
property is only a small portion of the overall surplus property 
problem ? 

Mr, Kine. I would not agree with that in the field of construction 
equipment. 

Construction equipment is a different item than most other surplus. 

It is used for building airports, piers, roadways. In other words 
they buy almost as much of that as they do military items. There is 
a terrif amount of military construction as you know from the 
military budget, and construction equipment probably is higher over- 
seas than it is domestically. I would say it is considerably higher. 

Mr. Montcomery. It would be a higher percentage of importation ? 

Mr. Kine. Yes, and there is a wide variance in the price. Another 
difference is that a piece of construction equipment, even though it 
may be 4 or 5 years old, will perform the same function as a current 
piece but not quite as efficiently. 

_ Mr. Monrcomery. And do you find that, perhaps, the price factor 
ih connection with foreign imports creates a bigger problem than the 
domestic surplus ? 

Mr. Kine. Under the present regulations it probably does because 
I would say the price is depressed in foreign countries. 
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I am quite sure that Mr. Green’s testimony brought that out in 
connection with sheep’s-foot rollers. He probably could not buy a 
comparable roller out of domestic surplus at the same price he would 
get it in the foreign countries. 

Of course, he has transportation but water transportation is not 
too high. Yes, I would agree that the price is lower, but there is 9 
reason for it. 

Now if you lift the ban, though, I would concede the price on the 
foreign surplus construction equipment would go up; probably come 
pretty close to the price of domestically generated surplus. 

Mr. Fascetu. Mr. King, you take the position that as of today at 
least there is no demand for construction equipment which can’t be 
filled domestically 4 

Mr. Kine. That is correct. 

Mr. Fascetxi. That is both new and used equipment. 

Mr. Kina. Yes. 

Mr. Fascett. Spare parts and related assemblies ? 

Mr. Kine. Now on the spare parts, of course, you get into a diffi- 
cult situation. Manufacturers generally perme spare parts for 
equipment during what they call useful life. It might range any- 
where from 5 to 10 or 15 years. 

Mr. Fasceuu. This is an easily determinable factor though, isn’t it? 

Mr. Kine. By product? 

Mr. Fascetxt. By product? 

Mr. Kine. Yes. 

Mr. Fascetit. And company by company ? 

Mr. Kine. That is right. 

Mr. Fascetu. It is standard operating procedure? 

Mr. Kina. Yes. 

Mr. Fascexu. Here it is easily identifiable by anybody in the 
industry. 

Mr. Kine. In other words, they would do the same as the Ford 
Motor Co. They would make parts for their products, so long as they 
normally expect them to be on the market. 

Now a company may have produced a special military item that 
was later discontinued. But it was discontinued primarily because 
the manufacturers did not agree with the military when the military 
drew the specifications. 

Mr. Fasce.u. Let’s take a piece of construction equipment made by 
company X, and which in their own operating procedure they onl 
maintain a 4-year supply. If there was an importation of items which 
were more than 4 years old, could it possibly affect them in any way! 

Mr. Kina. On the item being imported ? 

Mr. Fascetu. Yes, not the spare parts. 

Mr. Kine. Not the parts. The item, yes. The item would because 
a comparable item is now manufactured and is in the secondhand in- 
ventory of the dealers. 

Mr. Fascetz. The $8,000 Cadillac is not the same as the $800 
Stanley Steamer ? 

Mr. Kine. No, I’m not comparing those. 

Mr. Fascetzi. I know but that is what we are doing. 

Mr. Kine. Let’s assume they had a three-quarter yard shovel pro- 
duced by the military but it had some special gimmick on it because 
the military sometimes likes gimmicks. 
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Mr. Fascetx. There is probably one on every piece of military 
equipment they have. . 

r. Kina. That’s right. There is a comparable three-quarter yard 
shovel produced by the same company. ‘The company thinks their 
commercial one is better than the one the military specified. When 
the military item comes back, it is competitive with the three-quarter 

ard shovel that is now in inventory in the dealer’s yard as used 
equipment. I am talking about competitive three-quarter yard 
shovels of the same age. A 1950, three-quarter yard shovel produced 
by X company is competitive with the three-quarter yard shovel sold 
by the X company to the military. They will both do the same thing, 
but the military shovel has some special gimmick that made it a little 
bit different. tae 1 

Mr. Fascett. This is not quite analogous to the situation I had 
in mind, which is that if company X is producing spare parts and re- 
lated assemblies only for current items going back 4 years, what dif- 
ference does it make to anything that was produced before that? 

Either in the end item or in the spare parts necessary to maintain it. 

Mr. Kine. The end item I say is competitive, but as to the spare 
parts we would have little argument because once the piece of equip- 
ment is in we have to admit you can’t buy those parts. 

Mr. Fasceii. I don’t know, this is purely conjecture on my part. 

I don’t know how General Motors would project their new car sales 
campaign for a fiscal year, but I would assume that they would gear 
their production to what they would sell in the way of new cars in the 
market based on that fiscal year without regard to how many Chevro- 
lets or Oldsmobiles or Pontiacs they had produced since they were in 
business. 

Mr. Kine. In projecting their figure, they make an estimate of the 
used cars on the market, how many will be junked and how many will 
be added by those moving down from a new-car market. 

If I drive a 1949 car, which I think is economical, I am not going 
to buy a 1950 secondhand car or a 1959 new one, so whatever is in the 
market in the way of used equipment backs up against the new-car 
market. 

Mr. Fascety. It certainly has some effect on demand. 

There is no question about that. 

Mr. Kina. Tf you could take all the secondhand cars and dump them 
in the ocean we would have a great demand for new cars. We never 
advocated that. In the field of construction equipment we have only 
asked the Defense Department for orderly disposal of the domestically 
generated surplus so that large quantities are not dumped at any one 
time inany one market. We have never advocated dumping construc- 
tion equipment. Orderly disposal is all we have ever asked for and 
that appears in our testimony last year. We know surplus will be 
generated. 

We would like to see the military stretch out the use of its equip- 
ment. We think it turns equipment over to the surplus market too 
quickly in a good many instances. I am speaking of equipment that 
could have been used. We will not argue with the military on their 
advanced base procurment because we are not going to say you should 
not have the best when the fighting starts. But on the domestic market 
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we see an awful lot of waste of good equipment that will perform the 
same function as brandnew equipment. 

We will not argue with them on their training bases where they 
are training engineers or where they are training people to maintaip 
equipment. It would be illogical for us to take such a position. The 
eannot be expected to send a serviceman overseas when he has nee 
seen a new piece of equipment before and does not know how to fix jt 

All we have asked for is orderly disposal. We ask that they keep 
the foreign excess out of the country because we are already plana 
with the domestically generated surplus. In the cost-of-doing-busi. 
ness survey you will find in the used equipment field the dealers ay 
not making money. It is already highly competitive. 

Mr. Henperson. Do the members of your organization handle this 
used equipment ? 

Mr. Kine. Yes, both new and used. 

Mr. Henverson. Do any of your members handle foreign excess? 

Mr. Kine. I couldn’t say. I would assume that they could. I would 
say generally they do not. They have enough used equipment takep 
in on trades. 

Mr. Henperson. They get most of theirs on trades? 

Mr. Kine. Yes, trade-ins, some of that may be surplus. 

Mr. Henperson. Is there any reason in the relation of your members 
to the manufacturers that they would not go into foreign excess 
bidding ? . 

Mr. Kine. I have heard distributors say that the manufacturers do 
not like to have them do that. 

Mr. Fascetu. It is purely a contractual relationship. 

If a manufacturer wants to attach that condition to his franchise 
he can do it orally by writing a letter or some other way. 

Mr. Kine. By just looking cross-eyed at him. 

Mr. Fascexy. He just doesn’t have to indicate it at all. He doesn't 
have to give him the franchise. 

Mr. Kina. I do not know personally of one that is in the business. 

Mr. Fascetu. Even if he was, he would still be subject to the same 
administrative interpretation now pending by the department. 

Mr. Kine. That’s right. We have had two distributors write us and 
ask us to get permits for the importation of some special piece of 
equipment. We checked into it and found it was not special at all. 
It was a common item and we told them we wouldn’t have anything to 
do with it. The items were piledrivers and they were members of the 
association. 

Mr. Fasceti. Thank you, Mr. King. 

Mr. Drumm. May I ask Mr. King a question? Is there a produc 
tion of spare parts in your industry by companies other than the orig- 
inal producers of the items? 

Mr. Kine. Yes, and I think they have an association. I think they 
call it Wilfit Parts Association. It has gotten to be quite an industry. 

There are companies that will take the tools and dies of a company 
and manufacture parts after the company, the primary producer, 
has stopped producing. I think that is a practice also in the auto 
motive industry if I am not mistaken. 

Mr. Drumm. I think it is rather widespread in that more than in the 
automotive industry. 
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Mr. Kine. I always wondered where one gets parts for a model 
T Ford. Somebody must make them. Ford is not carrying those 
inventories. [ have heard members of the industry discuss the so- 
called Wilfit Parts industry but they do make them. — io 

Mr. Kampeitman. Mr. Chairman, in connection with Mr. King’s 
testimony, I want to say for the record that we know of many mem- 
bers of Mr. King’s association who either directly or through our own 
members do purchase these excess, foreign excess properties, some of 
these members with respect to items purchased by others are asked 
to do the reconditioning work and do get some business that way. 

Mr. Kine. Before you go to your next point, I want to ask a ques- 
tion. You say you know some of our members who buy foreign ex- 
cess and resell it. Something here seems to be inconsistent because 
[ have heard statements during the course of the hearings that no 
construction equipment has been imported. 

Now if our members have imported such equipment and sold it on 
the domestic market it must have been illegal. 

Mr. KampecMaAn. This is in bond. 

Mr. Krnc. For reexport but not for sale on the domestic market. 

Mr. Kampeiman. Actually this is a good point Mr. King brings 
up. We are delighted at the policy statement that they are not op- 

sed to the disposition of these but they want it in an orderly manner. 

I want to commend that and I think really a solution of this is 
perhaps an orderly importing of foreign excess property in an orderly 
manner. 

We want to point out, Mr. Chairman, that there have been no 
imports of construction equipment that we know about in the last 4 
years, at least. 

’ Mr. Fasceti. Of course, Mr. King says there has not been any 
shortage either. 

Mr. KampetMaAn. Yes, sir. Our argument, however 
Mr. Fasceti. Thank you very much, Mr. King. 
Mr. Outman, do you want to come up to the table? 





STATEMENT OF BOYD J. OUTMAN, INDUSTRIAL CONSULTANT, 
WASHINGTON, D.C. 


Mr. Ourman. My name is Boyd J. Outman and I am an industrial 
consultant operating in Washington, D.C., and St. Petersburg, Fla. 

I represent a number of clients in Washington on problems relating 
to the Government and have had some experience with the foreign 
excess property department both before the summer of 1958 as well 
as in the last 5 months. I would like to cite a couple of cases that 
Thave had up before the foreign excess property officer which to my 
way of thinking shows the extremes that they are going to to keep 
material out of the United States regardless of what kind of an argu- 
ment you present. 

The first case is that of Mr. Edward Levy of Edward Levy Metals, 
Inc., of New Orleans, La., foreign excess property case No. 10132-1. 
In 1957, Mr. Levy was successful in negotiating a contract with the 
Panama Canal Company to demolish three dams. 

The original Panama Canal Company tender did not mention the 
foreign excess property law because it felt it. was a demolition con- 
tract and not a sale of material or personal property. 
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Mr. Levy salvaged out of that operation about 6,000 tons of sera, 

In addition he had to replace a whole lot of material, remove a 
crete and miscellaneous debris, but he salvaged for a possible use 93¢ 

ieces of flat bar special nickel alloy steel that was manufactured 
ene long before any law such as we are now discussing came inty 
ing. 

Mr. Levy wanted to bring this steel into the United States to build 
a hydraulic shear for use in his yard, he being in the scrap businegg 
and this type shear chops up scrap. 

The steel was practically given to him out of the operation, }j 
certainly didn’t cost very much. He made a statement in his applica. 
tion that he wanted to model the shear after one that he was quite 
impressed with and one which he would buy if he were not allowed to 
build this shear, it being manufactured in Germany by the Linde. 
mann Co. in Duesseldorf. 

Mr. Levy proposed to use this steel in the fabrication of the shear. 
He anew that he would put at least 10,000 man-hours of labor 
into the building of the shear. He also estimated that he would pur- 
chase from U.S. suppliers $50,000 worth of components, and as I say, 
in the alternate, if he were not allowed to build the shear, he did not 
think the domestic ones that were being built were satisfactory or 
adaptable to his use, he would purchase a German-made shear, 

The case came up before the foreign excess property officer. We 
admitted there was no shortage of this particular type of steel domes- 
tically, neither were the U.S. manufactured shears in short supply, 

I would like to point out that at the time this case was being con- 
sidered, our newspapers were carrying articles that there were 19 ship- 
loads of foreign steel in the Chicago harbor waiting to be unloaded 
and up and down the east coast there was more foreign steel entering 
the United States. So imported steel was coming into the country in 
competition with our own domestically produced steel. There wasa 
normal leadtime as far as the delivery of U.S.-made presses was 
concerned. But still in spite of this benefit to the economy of the 
United States that a man would spend a minimum of seventy-five 
or eighty thousand dollars, the case was turned down by the foreign 
excess property officer. 

We also appeal this case on the grounds that the original interpre- 
tation of the law did not embrace something became foreign excess in 
1911, and furthermore that this being a demolition contract, there was 
no sale of personal property. 

I might say that the Department of Commerce gave very fast action, 
the entire case and the appeal was adjudged in something less than 
10 days. 

There was no delay on that score. Now, the upshot of the proposi- 
tion, after the denial the steel was put on the boat that is taking the 
6,000 tons of scrap to Japan. 

Therefore, the steel is going to be utilized by the Japanese rerolling 
industry and in their economy and Mr. Levy is purchasing a German 
hydraulic shear, certainly a loss to the American economy instead of a 
benefit. 

Mr. Fasceiti. How much were the 236 bars worth ? 

Mr. Ourman. I don’t know whether he placed an estimate on it. 
I have the case here. 
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Mr. Bennetr. A maximum of 150 tons. 

Mr. Ourman. Yes, about 150 tons. It was a special alloy steel, flat 
bars—— ' 

Mr. Fasceti. How much was it worth? 

Mr. Ourman. I suppose that it was worth $25,000 or $30,000 on 
today’s market. : 

Mr. Fascetn. How much does this new cutting machine cost, this 
German one ? 

Mr. Ourman. $125,000. Domestic shears are running from $125,000 
to $150,000, Mr. Chairman. They are made by several manufacturers 
inthe United States. 

The second case involves four vessels owned by the Hugo Neu 
Corp. in New York City, who are engaged in metals, shipping and 
other industries. 

This company purchased these vessels during the spring and 
summer of 1958, and they were purchased or the tenders were out 
before your hearings were brought into being last year. These vessels 
were purchased from the U.S. Army Transportation Corps in Japan. 
One is an oceangoing tug. The other is a small inland tanker. The 
third vessel is a floating personnel barge 210 feet long, which is a big 
barge. The fourth vessel is a floating machine shop barge also 210 
feet long. 

There was some difficulty with the Army over approving the sale 
and getting the titles to these vessels, including the bills of sale. These 
difficulties were not overcome until late October or November of 1958. 
When this company tried to enter these vessels, of course they ran 
right into this foreign excess property law. There had been a feeling 
on the part of the Maritime Administration officials that because these 
were owned by the Army or the military they had never left the U.S. 
registry, that an American citizen or company buying them automati- 
cally was entitled to operate the vessels under an American flag, and 
which they can do today but they can’t bring them into an American 
port. 
We filed a letter application on December 15 on these vessels on the 

unds that we did not know of this law and that the Hugo Neu 
orp. had purchased them in good faith. The letter was formalized 
into an application on January 20, 1959, after FEP revised their 
regulations on January 15. In March 1959, these four vessels were 
turned down as not being beneficial to the economy of the United 
States. 

We refiled again on May 4. Hugo Neu Corp. asked that the foreign 
excess property officer consider that they again wished to bring these 
vessels into the United States. They wished to convert both of the 
barges at great expense in American shipyards into dry and liquid 
cargo barges and the tug and tanker would also receive minor modifi- 
cations and they would be put into the Alaska run, for Mr. Neu had 
an interest in a shipping company operating in that area. 

We felt that this conversion work would be of benefit to the Ameri- 
can shipyards which they claim were hard pressed, plus the fact that 
we would utilize American crews thereon, and the payroll and the 
supplies and everything else; all of these we felt would be of benefit 
tothe American economy. 
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Hugo Neu Corp. wanted to put them in operation this past spring 
to get the benefit of the summer trade or operations that go to and 
from Alaska. It would be very foolish to start an operation of this 
kind in the dead of winter. And it was felt that because it wag q 
gamble in getting started that this company could not afford to oo 
out and buy new ships which would take anywhere from 6 months 
to a year to build; only secondhand vessels could be utilized, Hugo 
Neu Corp. paid $195,000 for these four vessels last year. On Jung 
4, 1959, we were again turned down, the rejection being on the ground 
it wasn't beneficial to the American economy. 

I talked to Mr. H. B. McCoy, Administrator of BDSA, in the 
presence of Dr. Bennett about this latest rejection, and he said “Well 
there is a surplus of barges” and I said, “These are of a particular 
size.” He answered “Barges are barges. We can’t tell the difference.” 
which, of course, is quite a bit different from what Mr. Rintels said 
about axles this morning. He said there are many kinds of axles 
and all axles are not in the same category. 

But yet in our case involving barges, all barges are the same, 
whether they be a 15-foot barge or a 300-foot barge apparently, ae. 
cording to the foreign excess property officer. ; 

Now the status of this case is that. we are in the process of filing 
an appeal on the grounds of hardship. If we had purchased these 
vessels for scrap, they have a value of about $95,000 in the Japanese 
economy because they have their own shipping program. They don't 
need our ships. They would buy them for scrap. Therefore this 
company stands to lose over $100,000 under this ruling. 

An interesting sidelight to our case found that the last barge to be 
sold had a foreign excess property permit allowing it to be brought 
into the United States, that its entry was beneficial to the economy 
of the United States. 

This permit was issued on July 15, 1958, to a bidding competitor, 
and it was good for 6 months or up until about February 15, 1959. 
Now we had filed on that barge and the other vessels on December 15, 
still within the life of the other permit that was valid but not trans- 
ferable. The foreign excess property officer still won’t even recog- 
nize that as being a partial basis for relief under their rules. They 
have adopted a hard and fast policy of not letting anything in. 

I used to work for the predecessor organization to BDSA. I 
worked for the NPA for 2 and a quarter years. I have some friends 
in the BDSA organization of which FEP is a part. They have told 
me, “Don’t butt your head against a stone wall. ‘They are just not 
going to let these vessels in, not this, nothing.” 

Mr. Fasceiti. You mean as a matter of policy ? 

Mr. Ourman. I have been told that they want the Congress to 
change the law. 

Mr. Fascetz. Here again you are talking of policy by the Depart 
ment. 

Mr. Ourman. Right, now when you operate under that policy there 
is nothing you can do. I now tell my clients “don’t waste your time.” 

Mr. Fasceii. Thank you, Mr. Outman. 

Thank you very much. 

All right, Mr. Kampelman. We will hear from you to summarize, 
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Mr. Kampriman. Mr. Chairman, it is 10 minutes after 6 and for 
that reason I will not read my statement in full but I would like to 
have the statement become part of the record. 

In essence the statement at the outset lists seven different areas 
summarizing where we feel we have taken issue with that which has 
heen stated by other witnesses. 

We then analyze in detail some of our objections to the regulations. 
You have heard some of them mentioned by Mr. Nathan. 

There are others listed here. We then go into analysis of the oper- 
ation of the Business and Defense Services Administration which in 
our judgment plays an extremely important role in this complete deci- 
sion making apparatus, and which in our view puts us at a serious 
disadvantage. 

Not only, Mr. Chairman, because we believe that the BDSA is 
itself industry oriented but because we are not part of any of the 
industries represented in the BDSA and therefore do not have an 
opportunity to participate in the decision making of the industry. 

Primarily what I do want to say is I think that the committee has 
now seen that there is more than one side to this question as there is 
more than one side to most questions that face the Congress. 

We hope that we have been able to demonstrate a case to you. 

We hope we have been able to demonstrate to you the reasons why 
we believe that we cannot live with the present regulations. We 
believe that the whole structure now within the Defense Department 
issuch that there is a predisposition against us. 

We believe that the regulations were written with the view toward 
exclusion. We have demonstrated this I hope. 

In our view the intent of the law was not that. In our view the 
intent of the law was to leave some flexibility in the operation of the 
law depending on economic considerations and depending on the 
criteria set forth in the statute. 

We see nothing prohibitive or forbidding in the statute, although 
we do believe that the statute itself might be clarified in order to make 
completely certain what the intent of the Congress is, and we would 
welcome such a clarification if the Congress saw fit to enact such a 
darification. But the statutory criteria in themselves in our view 
are broad enough to permit favorable import determinations. 

We have indicated how prior to the 1949 act many of the items 
that we now complain about that we cannot import into the United 
States were free. We could have imported them. They were free by 
regulation of the Department of Commerce and we believe the same 
criteria were present then as are present now. 

We believe that the present rigidity of the Department of Com- 
merce is a direct. consequence of the manner in which the Department 
has interpreted last year’s hearings before this subcommittee. 

We can demonstrate that. There are statements that they have 
made with respect to this interpretation and it was for that reason 
we came to this committee, saying we don’t believe this is what you 
intended. 

They believe this is what you intended, at least this is our view. 

Let’s clarify it. 

We urge this subcommittee to take whatever action may be neces- 
sary to put an end to the present policy which so arbitrarily and 
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needlessly discriminates against our industry, and against so wide , 
segment of the small business community. 

We believe that at the very minimum the January 15 regulations 
must be scrapped and replaced with new, more flexible and mor 
understandable and imaginative regulations. We would like ap 
opportunity to not only have this become a part of the record but to 
submit an additional brief on the subject so that it too might become 
part of the record. 

Mr. Fascexu. Certainly, that is within a reasonable time. As far ag 
I know the chairman intends to hold these hearings open for some 
time with the possibility of either calling additional witnesses from 
the Department or from outside the Department, so within the seo 
of that, why you certainly would have the right to submit any addi. 
tional material you desire which is relevant. 

(The statement referred to follows :) 


STATEMENT OF Max M. KAMPELMAN, COUNSEL, AMERICAN ASSOCIATION oF 
SURPLUS PROPERTY IMPORTERS 


Mr. Chairman and members of the subcommittee, you have now heard a good 
deal of testimony concerning various phases of the problem of importing foreign 
excess property under section 402 of the Federal Property and Administratiye 
Services Act in 1949. I hope that, at the very least, you now recognize that there 
is another side to the story you heard last July. 

We have attempted to present detailed, well-considered evidence which would 
persuade you that in last July’s hearings, you, the subcommittee, received mis. 
leading testimony from spokesmen for domestic manufacturers whose hope, for 
shortsighted reasons, is to destroy the surplus industry. Here are some examples 
of this misleading information. 

1. We have submitted clear evidence showing that a distorted version of the 
legislative history of section 402, was presented to this subcommittee last year, 
The subcommittee was given a description of the legislative history which was 
said to indicate a congressional intent that importation of surplus property be 
severely restricted. You were not given those portions of the legislative history 
which clearly reflect the intent of the statute that importation of foreign excess 
property be controlled on a flexible and reasonable basis in the light of eco 
nomic conditions and specific circumstances. 

2. In last year’s hearing the subcommittee was given evidence suggesting that 
vast quantities of surplus material were being brought into the United States 
from abroad and dumped in American domestic commerce thus threatening the 
jobs of American workers. The actual fact of the matter is, as Mr, Nathan 
pointed out in his testimony, that only insignificant quantities of surplus items 
are entering the domestic economy from abroad, relative to total domestic pro- 
duction and total domestic surplus property disposals. 

3. In this same connection, you were told last summer by Mr. Anderson, presi- 
dent of Associated Equipment Distributors, that “huge quantities” and many 
millions of dollars of foreign-generated surplus construction equipment were 
then being held in bond at principal port areas, and that some of this equipment 
was finding its way into the domestic market. The testimony of Mr. Green and 
Mr. Ellis has revealed the inaccuracy of these allegations and the misleading 
nature of the slides shown you last year. 

4. You were told in last July’s hearings that there is no way in which foreign 
excess property can be identified to assure that it does not enter the domestic 
commerce of the United States. Mr. Green has thoroughly documented the 
erroneous nature of that testimony, and has shown you how each item of equip 
ment is carefully identified and is followed through its successive stages of 
handling after it is disposed of abroad. 

5. One of the horrible examples which you were given last summer concerned 
brake linings. This misrepresented situation was refuted in my testimony 00 
June 28 and in Mr. McWilliams’ testimony today. The brake linings ended up 
in the Philippine Islands and not in the United States. 

6. Last July, spokesmen for manufacturers of automotive parts and equip 
ment represented to the committee that they were in a position to supply re 
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jacement parts and components for World War II vintage vehicles and con- 
struction equipment. Mr. Green and Mr. Ellis have presented detailed evidence 

dicating that many important components and parts are not available from 
i manufacturers. Mr, Dick has testified that the unavailability of replace- 

nt parts and components, except from surplus dealers who purchase these 
sons in overseas Surplus sales, has made it extremely difficult for him and the 
construction contractors who are his customers to keep water trucks in operation 
in California. Mr. Connors and Mr, Dellar have similar stories to tell. 

7. The committee was led to believe in last year’s hearings that large amounts 
of surplus property acquired from the U.S. Government in overseas disposals 
have been resold to the Government as new equipment. Mr. Chairman, this isa 
difficult matter to refute. As I indicated in my testimony on June 23, none of 
the members of our association, and to the best of our knowledge none of the 
members of the industry our association represents, has engaged in such a repre- 
hensible practice. In any event, I should like to call to the subcomuittee’s at- 
tention the fact that the Comptroller General's investigation pursuant to the 
gith report of the House Committee on Government Operations indicated that 
no evidence could be found that the Defense Department had actually purchased 
material previously sold as foreign excess property. — ; 

Mr. Chairman, we have demonstrated that our industry is composed of re- 
sponsible, hard-working, ingenious people whose activities are of extremely great 
jmportance to the economy of this country and who add immeasurably to the 
national income, to employment, and to the economic strength of our country. 
Mr, Groban provided you with illustrations of these characteristics. Certainly 
Congress and this subcommittee did not intend that these people be treated as 
second class citizens, or that they be forced out of business by arbitrary and in- 
flexible application of an act of Congress. 2 ; 

Mr. Drumm of the Department of Commerce told this subcommittee on June 
9%: “There is no embargo as such. We are considering every case on its own 
individual merits.” , 

Iam sure, Mr. Chairman, that the foreign excess property officer is considering 
every case on its own individual merits in the light of the criteria expounded 
in the revised regulations adopted following your 37th report. The fact of the 
matter is, however, that these regulations are written in such a manner as to 
assure that the individual applications will be rejected and denied. The record 
is clear on this, Mr. Chairman—the foreign excess property officer has allowed 
only one importation of foreign surplus to date this year, and we seriously 
question whether he allowed very many others in the last 5 months of 1958. 
We wish we could obtain the facts for that period. 

Let me refer specifically to some of the arbitrary aspects of the current regula- 
tions which make the regulations an insurmountable obstacle course for those 
who wish to import foreign excess property. 

First of all, let me tell you about what has to be included in the application 
for an import determination. 

(1) The application requires the following as item 5: 

“State whether importation of the property would relieve domestic shortages, 
or whether, and in what respects, importation would benefit the domestic econ- 
omy. Such statements must be accompanied by all available supporting evi- 
dence, including, for example, supply-demand data, production and consumption 
statistics * * *.” 

Consider for a moment what an immense burden this requirement places on 
the individual surplus importer. Please remember that these are small busi- 
nessmen with limited clerical assistance. Yet, the application form demands 
that their statements as to the existence of a domestic shortage and as to bene- 
fits to the economy include such items as “supply-demand data” and production 
and consumption statistics. Mr. Chairman, we have scoured the libraries and 
Government agencies in Washington looking for information of this kind. Mr. 
Nathan has scoured the libraries and Government agencies in Washington and 
has inquired of the Department of Commerce. We are convinced that informa- 
tion of this kind does not exist. We do not have this information; the foreign 
excess property officer does not have this information; BDSA does not have this 
information; the manufacturers do not have this information. Yet our small 
business members are required to submit this information and to prove the eco- 
nomic postulates which flow from the nonexistent data. 

(2) Similarly Mr. Chairman, item 5 of the application form requires: 

“** * statement of inability to obtain the type of property domestically, 
statements of manufacturers that production has been discontinued and no sub- 
stitues are reasonably available, and the like.” 
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Some information of this kind is available, and our members submit this data 
to the foreign excess property officer with their applications. Mr. Green has told 
you what happens then. In one case, as Mr. Green pointed out, he applied for 
an authorization to import two surplus YC9A cranes and submitted evidence to 
the foreign excess property officer that a shortage existed. The foreign €XCegg 
property officer thought otherwise and denied the application. Mr. Green g 
pealed to the Department’s appeals board, which in turn requested informaticn 
from BDSA. Mr. Howe of BDSA stated he could find cranes of this kind Since 
they were not in short supply. To find them, Mr. Howe apparently went to the 
Washington attorney for the Associated Equipment Dealers, the trade associ- 
ation, which, of course, confidently informed him that many such items were 
available. The board asked for a list of dealers who had such new cranes 
available, and after 12 or 18 weeks of delay nobody, not the trade association 
not the foreign excess property officer, and not BDSA, could find a single such 
crane in the hands of any dealer. This was clearly an effort by the BDSA, Mr 
Chairman, to kill the import, and it is characteristic of the treatment which the 
members of our industry have been receiving at the hands of the BDSA and the 
Department of Commerce. 

(3) Let me discuss with you now other aspects of the current regulations 
How do these regulations treat the question of shortage? : 

The regulations say in section 401.4 that: 

“In general, shortage in the market for any particular type or class of goods 
or materials exists when the demand is greater than the supply.” 

Mr. Chairman, this strikes as an unusually proper and nonabsurb proposition 
of economics in the regulation. The regulations go on, however, to say that 
“the possibility of domestic sale * * * at abnormally low prices” will not be 
regarded as evidence of domestic shortage. Again, therefore, the regulations 
become absurb. This means in effect that no matter how many people are in the 
market for and can afford only low-priced surplus, they are to be deprived of 
their opportunity to buy because high-priced substitutes are available. Mr. 
Dick, in his testimony on June 23, discussed in practical terms what this policy 
means to the construction industry in California. It means that a supply of 
water trucks, which is already desperately short, will be made even shorter, 
because the Department of Commerce says that the construction contractors 
should buy new trucks which they canhot afford, which are not suitable for their 
work, and which are completely uneconomical from any standpoint. 

(4) Again, the regulations provide: 

“A product of specific grade, quality or dimension is not considered to be in 
short supply if alternative usable grades, qualities, or dimensions are domesti- 
eally available. Only when all items of a competitive product group or class are 
in short supply shall there be a finding that there is a shortage of a particular 
item in that product group or class.” 

This means, to return to Mr. Dick’s testimony as illustrative again, that Mr. 
Dick’s customers are told by the Department of Commerce, in effect, that recently 
manufactured trucks are satisfactory substitutes for use as water trucks, even 
though Mr. Dick’s customers insist that they require World War II trueks 
because of their added ruggedness in difficult terrain. Similarly, somebody who 
wants to purchase a truck specially designed for use in mountainous country 
would be told by the Department of Commerce that a truck designed for use on 
flat country is an adequate substitute. In another case, that discussed by Mr. 
Fuetsch, the refusal of the Department to authorize importation of surplus tires 
means that users needing one replacement tire cannot buy a tire which will 
match his other tires, but instead must buy a misfit. In short, we have a situa- 
tion in which the arbitrary judgment of the Department of Commerce, acting 
through the BDSA and the manufacturing groups which it represents, replaces 
the laws of supply and demand and illogically dictates what product will be 
available for purchase by individuals who have their own well-founded prefer- 
ences. This is rank maladministration of the law, 

(5) Section 401.4(c) (7) states that shortage must be determined on a national 
and not on a local basis. This too is absurd. There is no reason why a contrac 
tor on the west coast who immediately needs a large item of construction equip- 
ment should be forced to look for and to buy such an item in New England or in 
Florida and pay the freight costs involved. 

(6) The current regulations are equally arbitrary with respect to the criterion 
of “beneficial to the economy of this country.” Mr. Nathan has pointed out the 
absurdity from the economic standpoint of the requirements for establishing 
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such peneficial effects. Here again, under section 401.4(c) (3) the availability of 
items at a low price will not be considered as an adequate benefit to the economy 
despite our national concern with the problem of inflation, and despite the fact 
that availability of low-priced equipment enables many small business enter- 
rises to enter the market as competitors of big business. ' 

(7) I should ae to refer also to section 401.4(c) (15) of the current regula- 

s which provides: . 
Paw addition to any information and data adduced by an applicant, there will 
be considered pertinent information available in the BDSA Industry Divisions 
and from other appropriate sources. ad : 

In other words, information derived from BDSA, and the advice and recom- 
mendations of BDSA play a large part in the determination made by the foreign 
excess property officer. Let us look into this relationship further. : 

The Business and Defense Services Administration, as its name denotes, is a 
pusiness service organization. Its 25 Industry Divisions, each representing a“ 
major industry, are focal points for cooperation between these industries and 
Government. The industry specialists in BDSA are concerned primarily with the 
industries they represent. While they may have general information on their 
respective industries, few of them have the kind of detailed statisti al supply- 
demand and other economic data required to determine whether a specifie piece 
of foreign excess property is or is not in short supply and whether its importa- 
tion is or is not otherwise beneficial to the economy. They lean heavily on infor- 
mation obtained from trade associations or received orally from individual firms, 

The BDSA purportedly conducts “impact studies” on the disposal of Govern- 
ment-owned surplus property in order to ascertain the impact of such disposals 
on the economy. We have been told—and we think this is a remarkable fact— 
that although our Government has special statutory restrictions on foreign sur- 
plus, the BDSA has conducted these impact studies only with respect to domestic 
disposals. We have been told, nevertheless, that the foreign excess property 
oficer now has economic documentation to support all of his determinations. 
We have not been able to see any samples of these. We believe they would be 
well worth investigation by this subcommittee to ascertain the kinds of data, 
figures, or gossip which are used by the Department of Commerce as bases for 
decisions which are in reality life-or-death decisions for the surplus industry. 

If BDSA is to continue playing a major role in these matters, it is imperative 
that a new Industry Division be set up which would reflect the problems and the 
interests of the surplus industry. Our industry, after all, employs approximately 
350,000 persons and play an important role in the national economy, especially 
from the standpoint of small business. Without such a separate Surplus Indus- 
try Division, which will be consulted and which will participate in the Depart- 
ment of Commerce decision making, we have no confidence in the BDSA and 
suspect its role and doubt its impartiality. 

I recognize, Mr. Chairman, that the time available to your subcommittee is 
quite limited, so I have not cited all of those provisions in the current Depart- 
ment of Commerce regulations which indicate that these regulations were drafted 
so as to constitute an embargo against importation of foreign excess property 
rather than as a basis for making equitable and reasonable determinations, I 
think, however, that I have given enough examples to demonstrate our point. 
I should make it clear, Mr. Chairman, that we really do not find fault with the 
manner in which the foreign excess property officer handles individual eases. We 
believe that the manner in which these cases are handled and the determinations 
which are reached are in accordance with the Department’s regulations governing 
these matters. Our quarrel is with the regulations which pervert the language 
and the intent of the act of Congress. 

By the same token, we do not feel that the problems which concern our 
industry and which threatens it existence can be solved merely by any change 
in the way the foreign excess property officer handles the applications which 
come tohim. The real difficulty lies in the attitude and the spirit of the Depart- 
ment of Commerce and its BDSA concerning the interpretation of section 402. 
The only solution to our problems is for the present regulations to be thrown out 
and for new, flexible regulations to be adopted. We cannot live with the present 
regulations. 

We believe that such new, flexible regulations would be in complete consonance 
with the desire and intention of the Congress. We see nothing prohibitive or 
forbidding in the statutory language. We believe the statutory criteria are broad 
enough to permit favorable import determinations where the imports are vital 
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to broad segments of our economy and where the imports are only a smal] frac. 
tion of the total domestic supply or other imports. We believe that the present 
rigidity of the Department of Commerce concerning these matters is q direct 
consequence of the manner in which the Department has interpreted last year’s 
hearings before this subcommittee and the resulting 37th report. We urge this 
subcommittee to take whatever action may be necessary to put an end to the 
present policies which so arbitrarily and needlessly discriminate against oy 
industry and against so wide a segment of the small business community. 


Mr. Kampe“tman. We would also, Mr. Chairman, appreciate it~ 
I want to remind you that Mr. Nathan suggested that there are cep. 
tain figures that would be helpful, too, and I think they might be 
helpful. For example, if the Department could give us the number 
of applications which were submitted and acted upon during the last 
6 months of 1958, the date of the last hearings of this committee, 

Second, if we could obtain the figures of the number of applications 
during the first 6 months of 1958 so we could compare them with the 
first 6 months of 1959. 

We are saying just arbitrarily we believe many of our people are 
not making applications. But one way to determine whether we are 
right or not is to see how many applications were submitted in the 
first 6 months of 1958. 

We have the figures for the first 6 months of 1959. We would also 
like to suggest that perhaps the committee would like to have its 
staff go over to the Department of Commerce, discuss this thing with 
representatives of the BDSA, the industry specialists, and try to 
find out on what basis they make their recommendations in form 9, 

What data do they have? How do they come about making these 
decisions? We have discussed this with them, and we are at a loss 
to know other than the fact that in the main they make inquiries 
of the manufacturer. 

I think if that material could be made available to the Congress 
we would certainly like to have copies of it. 

(The subcommittee subsequently received the following material:) 

STRASSER, SPIEGELBERG, FRIED & FRANK, 
Washington, D.C., August 7, 1959. 
Mr. ELMER W. HENDERSON, 


Counsel, Executive and Legislative Reorganization Subcommittce, Committee 
on Government Operations, U.S. House of Representatives, Washington, D.C. 


DeaR Mr. HENvDeERSON: At the conclusion of the hearings on importation of 
foreign excess property on June 25, the acting chairman consented to accept 
an additional brief submitted on behalf of the American Association of Surplus 
Property Importers for inclusion as part of the record of the hearings. 

This brief is enclosed. I hope that it will be possible to incorporate it in the 
published hearings. 

Sincerely yours, 
HAROLD P. GREEN. 
I. INTRODUCTORY STATEMENT 


This brief has been prepared on behalf of the American Association of 
Surplus Property Importers, an association organized in the spring of 1959 
and composed of firms which are in the business of buying Government surplus 
at U.S. Government bases overseas for importation and sale in the domestic 
American market. 

Congress has enacted legislation limiting the importation of such foreign 
excess property,’ and has entrusted the Department of Commerce with respon- 


hy 402 of the Federal Property and Administrative Services Act of 1949, U.S.C.A. 
sec. 512. 
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sibility for implementing this legislation. The legislation was enacted in 1949 

d administered under Department of Commerce regulations. In 1958, without 
= enactment of new legislation, the Department of Commerce began adminis- 
the g the program in an extremely restrictive manner thereby severely crippling 
the importers of American surplus property. 

This restrictive attitude on the part of the Department of Commerce has been 
attributed largely as a response to hearings conducted in July 1958 by the 
Subcommittee on Executive and Legislative Reorganization of the House Com- 
mittee on Government Operations.? In the course of these hearings, “horrible” 
examples of alleged maladministration by law, and of supposed dumping of 
yast quantities of surplus material on the domestic market in a manner al- 
legedly extremely detrimental to American industry and the working population 
were presented to the subcommittee. Shortly after the hearings concluded, 
the House Committee on Government Operations issued its 37th report * which 
was extremely critical of the administration of the law by the Department of 
Commerce and which recommended tightened procedures. As a consequence of 
these hearings and the 37th report, the Department of Commerce has now 
adopted a policy which means in effect that almost all applications for importa- 
tion of foreign excess property are rejected. This policy is defended by the 

rtment of Commerce on the ground that it is in accordance with an inter- 
pretation of the law which has been supported by the 37th report of the House 
Committee on Government Operations.‘ 

The purpose of this brief is to show— 

(1) That the law has been misinterpreted by the Department of Commerce. 

(2) That importation of foreign excess property on a reasonable basis, as 
contemplated by the Congress, has not adversely affected the American 
economy. 

(3) That there are very real shortages which can be economically met 
only through importation of foreign excess property, and that the existence 
of these shortages is extremely detrimental to broad segments of the 
American economy, and particularly to small business enterprises. 

(4) That the actual facts concerning the importation of foreign excess 
property, and the impact of such imports on the American economy, were 
grossly misrepresented to the Committee on Government Operations by 
representatives of American manufacturing interests during the hearings 
of July 1958. 

(5) That proper public policy calls for a governmental policy which 
will permit importation of foreign excess property on a reasonable basis 
and which will not discriminate against any segment of the economy or 
jeopardize the continuing existence of numerous small business enterprises. 





2These hearings on importation of foreign excess property took place on July 28, 29, 
and 30, 1958. They are hereafter cited as “1958 nee In a letter of July 20, 1959, 
addressed to the chairman of the House Committee on Government Operations, Mr. H. B. 
McCoy, of BDSA, stated: 

“Largely as a result of the subcommittee hearings of July 1958 and committee report 
No. 37 of Aug. 18, 1958, the Secretary of Commerce instituted a study of the foreign 
excess propert function with the Department which resulted in broad seale revi- 
sions * * *, Yt is undoubtedly true that Foreign Excess Property Order No. 1 as 
revised Jan. 15, 1959, and the operating procedures of the Business and Defense Serivces 
Administration in which the function is vested by Department Order 152 of Sept. 22, 
1958, resulted in a more rigorous application of the statutory criteria * * *. A much 
higher rate of dismissals of applications resulted from the institution and application of 
the new procedures.” 

*The Commerce Department has written to a number of Congressman who have in- 
= concerning foreign excess property policies on behalf of their constituents as 
ollows : 

“Foreign Excess Property Order No. 1, revised, implements the law and sets forth 
detailed criteria for its administration. In the development of the order, it has been 
considered that the law was intended to forbid the entry of foreign excess property into 
the United States except upon a positive determination that importation would relieve 
domestic shortages or otherwise be beneficial to the economy of this country. This 
interpretation of the statute appears to be supported by the 37th report of the Committee 
on Government Operations * * *. That report * * * was critical of the manner in 
which the Department of Commerce had administered the law. The present version of 
the order was prepared and published after the report was issued.” 

‘In referring to the revised order, and the criteria and principles contained therein, 
the same committee at p. 27 of House Rept. No. 228, on March 18, 1959, stated: “If 
properly enforced, the new regulations should fulfill the committee’s recommendation.” 
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Il. BACKGROUND OF THE PROBLEM 
The law 


The problems which concerns the American Association of Surplus Propert 
Importers arises under section 402 of the Federal Property and Administratiy, 
Services Act of 1949,° which provides: , 

“Foreign excess property may be disposed of (a) by sale, exchange, lease or 
transfer, for cash, credit, or other property, with or without warranty, and upon 
such terms and conditions as the head of the executive agency concerned deems 
proper ; but in no event shall any property be sold without a condition forbiddin 
its importation into the United States, unless the Secretary of Agriculture (iy 
the case of any agricultural commodity, food, or cotton or woolen goods) or the 
Secretary of Commerce (in the case of any other property) determines that the 
importation of such property would relieve domestic shortages or otherwise 
be beneficial to the economy of this country.” 

We have underscored that particular language of section 402 which creates 
the present difficulties. Section 402 refers to “foreign excess property”; thig 
phrase is defined elsewhere in the act* to mean property under the control of 
any Federal agency which “is not required for its needs and the discharge of jts 
responsibilities” and is situated outside of the United States. 

Foreign excess property is, in effect, property which has been acquired by the 
U.S. Government and is being held or used in other countries by agencies of the 
U.S. Government. The United States has, as is well known, large, far-fiung 
activities in other countries. These activities, particularly those of the Military 
Establishment, require large quantities of material and equipment. When this 
equipment becomes surplus, the owning agency seeks to dispose of it. One method 
of disposition, for obvious reasons a favored method, is to sell the property to 
the highest competitive bidder. Members of the American Association of Surplus 
Property Importers, and other firms in similar businesses in the United States 
are interested in bidding on this property. In some cases they desire to purchase 
the property for resale abroad; in other cases they would like to bring the 
property into the United States for sale on the domestic market. Section 402 
restricts their right to import such surplus property by requiring, as a condition 
of importation, that there be a determination by the Secretary of Commerce that 
the “importation of such property would relieve domestic shortages or otherwise 
be beneficial to the economy of this country.” 


History of the law 


These criteria are extremely broad and can be interpreted in various ways. 
Unfortunately there is nothing in the committee reports or in the House or 
Senate debate on the Federal Property and Administrative Services Act of 1949 
which provides a meaningful clue as to the intention of Congress in adopting 
section 402 and these criteria. It is clear, however, that section 402 was en- 
acted to replace certain provisions of the Surplus Property Act of 1944 which 
were then being repealed.’ 

The predecessor of the present provisions, section 402, was section 33(a) of 
the Surplus Property Act of 1944.° Section 33(a) provided: 

“It is the policy of the act to prohibit, so far as feasible and necessary to 
carry out the objectives of this act, the importation into the United States of 
surplus property sold abroad or for export. The Board [Surplus Property 
Board] shall prescribe regulations to carry out such policy, and the importation 
of surplus property into the United States is hereby prohibited to the extent 
specified in such regulations.” 

Subsequently the Board’s functions were transferred to the Office of the 
Foreign Liquidation Commissioner in the State Department. Regulations ini- 
tially promulgated by the State Department’ authorized the general and unre- 
stricted importation of numerous items of foreign excess property including: 

(a) Various kinds of telephonic equipment, 

(b) Aluminum sheet, coils, bars, and rods, 

(ec) Automotive parts, 

(d) Scrap metal, 

540 U.S.C.A. 512. 

640 U.S.C.A. 472 (e), (f). 

7 Jonathan B, Rintels, counsel to the foreign excess property officer, stated at page 9 of 
the 1958 hearings, note 2 supra: 

“It was, therefore, understandable that Congress in 1949 should desire to continue the 
limitation on importation of excess property originally enacted in 1944.” 

§50 U.S.C.A. (App.) secs. 1642—46. 

®52 CFR sec. 8508.56 (1916 Supp.). 
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(e) New and used trucks, and 

(f). Various aircraft and their component parts. aye 

These regulations were modified in 1947. At the end of 1947” the list of 
foreign excess property items which were freely importable included the 

wing : 

_ (a) Graders, 

(ob) Tractors, 

(c) Repair and service parts for graders and tractors, 

(d) Steel mill products: carbon steel, 

(e) Containers: steel, shipping barrels, drums. and pails, 

(f) Cylinders: compressed gas, — 

(g) Telephone and telegraph equipment, 

(h) Burlap bags and strips, 
provided they were in transit to the United States by April 30, 1948. In 1949, 
the regulations were again modified * and the following items of foreign excess 
property were importable without restriction if they were in transit by June 30, 
1949, the last date on which section 33(a) of the 1944 act was effective, and 
the day immediately prior to the date on which the new law, section 402 of 
the Federal Property and Administrative Services Act, became operative: 

(a) Burlap bags and strips, 

(b) Containers: steel ; shipping barrels, drums, and pails, 

(c) Telephone and telegraph equipment, 

(d) Tire chains and parts, } 

(e) Various items of construction equipment, including cranes, shovels, con- 
erete mixers, scrapers, and parts for these, i 

(f) Industrial truck, machine tools, metal working machinery, and parts for 
these, 

(g) Air compressors, 

(h) Sedles and balances. 

It is against this background that the present law enacted in 1949 must be 
considered. Between 1944 and 1949, a large number of manufactured foreign 
excess property items were completely excepted from the prohibition against 
importation and were generally importable without limitation. There is no 
indication whatsoever in the legislative history of section 402 that either the 
Congress or the executive branch desired or intended to make the new law 
more restrictive than section 33(a) of the 1944 law. On the contrary, all in- 
dications are that it was intended that the general policies which prevailed 
under the 1944 law be continued and, if anything, that they be liberalized. 

It is generally agreed by everyone interested in this problem * that the only 
significant legislative history pertinent to section 402 of the 1949 act is to be 
found in a memorandum of Mr. Matthew Hale, then Acting Solicitor of the De 
partment of Commerce, which was submitted to a subcommittee of the House 
Committee on Expenditures in the Executive Departments, and printed at pages 
96 and 237 of the published hearings before that subcommittee on H.R. 2781 
(Sist Cong., Ist sess.). It is also generally agreed that section 402 was enacted 
asa direct response to and consequence of Mr. Hale’s memorandum. 

Mr. Hale’s memorandum stated: 

“With regard to title 11 concerning foreign excess property, it should be noted 
that section 202 (of H.R. 2781) has a limitation on the disposal of agricultural 
commodities, food, cotton, and woolen goods, prohibiting their importation into 
the United States unless the Secretary of Agriculture determines that such 
property is in short supply in this country or under certain other conditions 
specified. There is no comparable provision limiting the importation of foreign 
excess industrial property such as is presently contained in the Surplus Property 
Act of 1944. Assuming that the amounts still to be disposed of abroad are not 
excessive and would not therefore have a disruptive effect on the domestic econ- 
omy, the dropping of the limitation on the return of surplus industrial would be 
in line with the objective of freedom of international trade. However, if it is 
anticipated that the owning agencies abroad, such as the National Military 





“44 CFR sec, 8508.56 (1947 Supp.). 

244 CFR, sec. 308.56 (1949 ed., 1957 Cum. Supp.). 

®A brief supvorting highly restrictive administration of sec. 402 which was submitted 
to the Appeals Board of the Department of Commerce is reprinted at pp. 121-162 of the 
1958 hearings. On p. 128 the brief states: 

“It is readily apparent that Mr. Hale was directly addressing himself to, and recom- 
Mending, the exact provision that was subsequently incorporated by Congress delegating 
to the Seeretary of Commerce the specific responsibility to see that importation of foreign 
excess industrial production would not have a damaging impact on the domestic economy.” 
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Establishment, may in the foreseeable future make surplus declarations of sub- 
stantial quantities of automotive equipment, construction machinery, and indys. 
trial materials, the dropping of limitations on their importation into the United 
States might have a serious impact on industrial producers here, particularly 
small and new enterprises. 

“So long as the needs of a full economy are equal to or greater than our abjjj 
to supply, with our present industrial machine, removal of these limitations 
would in general not have a serious impact on the economy although individyg) 
spots might be disrupted to some extent. Should economic conditions change, 
however, any substantial imports of foreign excess property might have serious 
repercussions such as were visualized with the limitation on such importation 
inserted in the Surplus Property Act of 1944. 

“It might therefore be preferable at this time to provide for such a limitation 
on the importation of surplus industrial products to which exceptions could be 
made as presently through a regulation similar to that issued by the OFLC of 
the State Department. Such a provision in the proposed act could be deleted by 
amendment at some later date when it was determined that the restriction wag 
no longer needed.” [Emphasis added.] ™ 

It is noteworthy that, although Mr. Hale’s memorandum was written on 
March 24, 1949, during a period of economic recession, he apparently was not 
concerned about the immediate importation of foreign excess property, and re 
garded any disruptive effect on the economy as something which might happen 
at a future date. He saw potential disruptive effects only if economic conditions 
worsened and if “substantial imports” of foreign excess property occurred. The 
entire tenor of his memorandum reflected the desirability and necessity for 9 
flexible interpretation of the limitation so that the particular economic condi- 
tions, and the magnitude of the imports, would be reflected in the determination 
whether imports should be permitted. 

In short, Mr. Hale urged that the new law include a “limitation” on the im. 
portation of surplus products similar to the one then in effect under the 1944 
law, “to which exceptions could be made as presently.” Thus, it is apparent that 
he favored and recommended a flexible and realistic administration of the law 
such as under the 1944 law, when many kinds of manufactured items were im- 
portable. Moreover, he regarded the limitation he proposed as being temporary 
only “to be deleted at some later date when it was determined that the restric. 
tion was no longer needed.” Thus, the legislative intent was clearly to adopt a 
flexible, realistic statute which would protect domestic industry, but at the same 
time permit reasonable importation of surplus. 


Regulatory policies of the Department of Commerce, 1949-59 


As has been noted, section 402 of the Federal Property and Administrative 
Service Act, imposes upon the Secretary of Commerce the responsibility for 
implementing the statutory limitation on importation of foreign excess property. 
The basic regulation under which the Department of Commerce carried out its 
responsibilities from 1950 until early in 1959 was Foreign Excess Property 
Order 1. 

These regulations did not enlarge upon or attempt to redefine or interpret the 
statutory criteria: “relieve domestic shortages” or “otherwise be beneficial to 
the economy of this country.” Rather, the regulations implicitly recognized the 
necessity for a flexible interpretation and application of the criteria in the light 
of economic conditions and the specific factual situation involved. The most spe 
cific indication of the manner in which the criteria were actually applied is to 
be found in section 601.5(c) of FEP Order No. 1, which provided: 

“(§) Domestic shortage of property. The statement of the applicant that 
importation of the property would relieve domestic shortages or otherwise be 
beneficial to the economy of this country, together with his reasons and such 
supporting supply-demand data and other evidence as he may be able readily 
to procure, such as: reasons why in his judgment the domestic demand for 
the property is not attributed solely to the price at which the property will be 
offered as compared with the price of similar property of new domestic pro- 
duction; signed statements of consumers or dealers who have found difficulty 
in locating supplies of similar new property, or of manufactureres who have 
been unable to fill orders for such property ; production and consumption statis- 
ties (indicating source), etc. Such statement should indicate the area in which 

% This final paragraph was conveniently omitted from the quotation of Mr. Hale's 


memorandum included in the Timken brief. 
444 CFR 601 et seq. 
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the applicant proposes to sell the property and the class of purchases (retailers, 
wholesalers, etc.) which he proposes to sell.” A 

These regulations continued in effect until January 1959, without any sig- 
nificant substantive changes. On November 28, 1955, however, the Administrator 
of Business and Defense Services Administration (BDSA) addressed an im- 

rtant memorandum to his subordinates.” This memorandum furnished in- 
structions to industry divisions of the BDSA as to how these divisions should 
handle applications referred to them by the foreign excess property officer “for 
comment as to short domestic supply or other benefit to the economy.” Indus- 
try divisions were informed that: Y i 

“It is unnecessary to take a position upon an applicant’s allegation that im- 

rtation will result in increased domestic demand or consumption by reasons of 
availability of the imported property at lesser prices than domestic supply. 
It has been determined that the price factor shall not be considered in either 
an application or an appeal.” [Emphasis added.] 

Thus, whereas Foreign Excess Property Order No. 1, which had been in effect 
since 1950 and which was still in effect, indicated that the applicant had to 
show why “the domestic demand for the property is not attributed solely to the 
price at which the new property will be offered as compared with the price of 
similar property of new domestic production,” the 1955 memorandum states that 
“the price factor shall not be considered” at all. This change was made with- 
out any change in the underlying statute. 


The 1958 hearings 


During 1958 there commenced a major effort on the part of certain domestic 
manufacturers to eliminate all sales of Government surplus property in the 
domestic economy. Although it is clear that the drive of these manufacturers 
js directed primarily against surplus property which is disposed of in the United 
States, which property represents the bulk of all surplus property disposed of by 
the U.S. Government, the initial phases of the campaign have been directed 
primarily against foreign excess property. The reason for this is quite obvious. 
The manufacturers have regarded sellers of foreign excess property in the 
United States as particularly vulnerable because of the existence on the statute 
pooks of the 1949 act. 

These efforts culminated “ in hearings before the Executive and Legislative 
Reorganization Subcommittees of the House Committee on Government Opera- 
tions, during the 2d session of the 85th Congress on July 28, 29, and 30, 1958. 
Aside from the foreign excess property officer and his counsel, the only wit- 
nesses who appeared before the subcommittee were spokesmen for manufacturing 
groups. Representatives of the importers of foreign excess property, and their 
consumers, did not appear. The evidence brought out at these hearings is 
summarized below. 

The scope and results of these hearings are best summarized by reference to 
the 87th report by the House Committee on Government Operations,” which 
included a number of specific findings and recommendations. 

Finding No. 1.——-The committee found that no one in Government knows how 
much foreign excess property is imported into the United States, and recom- 
mended that the Commerce Department and the Customs Bureau establish 
procedures for determining actual importations of foreign excess property. 

The American Association of Surplus Property Importers fully agrees with 
and supports both this finding and the committee’s recommendation. It is our 
experience, however, almost a year later, that no one in Government yet knows 
how much foreign excess property is being imported. We are reasonably cer- 
tain that were these statistics available, they would clearly demonstrate that 
importation of foreign excess property has not been vast, as claimed by the 
manufacturers, or even substantial, but, has been relatively insignificant, and not 
of a degree which would be in any way injurious to the domestic economy or to 
domestic manufacturers. 

Finding No, 2.—The committee found that the import permits issued by FEPO 
were too vague to permit identification of the goods by customs officials, and 
recommended that the Department “enforce its regulations so as to obtain an 
accurate description of the goods for which permit applications are made.” 

whe text of this memorandum may be found at p. 24 of the 1958 hearings. 
thet its 37th report, Honse Rept. No. 2661. 85th Cong., 2d sess. (1958), it was stated 


the hearings were conducted “after receiving complaints of American manufacturers 
whe hae that the Department of Commerce is subverting the intent of Congress * * *,” 
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The American Association of Surplus Property Importers believes this finding 
is in general valid and supports the recommendation. We wish to point out 
however, that this problem has arisen primarily because the importers have 
had to submit their applications on the basis of the identificatiow provided py 
the Government surplus disposal ageneies, and it is not possible for the appli- 
eants to furnish any better description of the property than is given them by 
the disposal agencies. Better and more detailed descriptions of surplus property 
to be sold by the Government would be most helpful to the importers. : 

Finding No. 3.—The committee found that the FEPO has no Standardized 
pattern of procedure and is not even required to clear or consult with anyone 
not even the BDSA industry specialists. Accordingly, the committee reeoy,. 
mended that the Secretary of Commerce “formulate more definite criteria under 
which specialized information would be utilized in every case to serve ag 
guide for the foreign excess property officer in making his determination * * ¢» 
The committee also recommended that the applicant be required to furnish data 
appropriate to the criteria. 

The American Association of Surplus Property Importers has reason to 
believe that the procedures followed by the FEPO prior to last year’s hearings 
were not sufficiently formalized. Our members. welcomed the recommendation 
for improved procedures and more definite criteria. We wish to point out, 
however, that the industry specialists of BDSA are neither adequate nor reliable 
sources of specialized information of the kind needed by FEPO in making his 
determinations. On the contrary, as is pointed out below, they lack information 
necessary for proper and fair determinations, and it is clear that they tend to 
serve primarily as agents of manufacturing interests for the suppression of 
importation of foreign excess property. 

The American Association of Surplus Property Importers believes that the 
applicants for import determinations should not be required to carry the burden 
of proof in their applications. There are definite problems and limitations 
faced by the applicants in connection with this. Members of this industry are 
small businesses. They can present available relevant information supporting 
their application, but it obviously places an excessive and inequitable burden on 
them to require them to furnish supply-demand data, production and consump. 
tion statistics, and the like, or to require them to prove beyond a reasonable 
doubt that domestic supply is not available. It is particularly an excessive and 
inequitable burden in view of the fact that not even the Government has this 
kind of information which is meaningful in the contexts of these applications, 

Finding No. 4.—The committee found that there is no procedure for finding out 
what happens to foreign excess property which is imported into the United States 
pursuant to import permits issued by FEPO, and recommended that the in- 
porter be required to furnish such information. 

The American Association of Surplus Property Importers has no objection 
to this, and believes, with the committee, that this would enable FEPO to assess 
more intelligently the benefit to the economy for future applications. 

Finding No. 5.—The committee found that import permits are not in any way 
serialized for identification purposes and recommended that this be done. 

The American Association of Surplus Property Importers favors any measure 
which would improve administration of the law, and, accordingly, believes that 
this recommendation was sound. 

Finding No. 6—The committee found that the entire system of compliance 
and control procedures under section 402 “was so loose and uncoordinated * * * 
as to be nonexistent and requiring a thorough investigation.” The committee 
apparently also found disregard for the domestic economy and American busi- 
ness and labor interests warranting the immediate attention of Congress espe 
cially “in view of the evidence showing considerable loss of business and em- 
ployment in certain industries due to loose policies and procedures in the per- 
formance of duty by the Commerce Department.” In view of these findings, 
the committee requested an investigation by the General Accounting Office” 

The American Association of Surplus Property Importers strongly opposes 
loose and uncoordinated administration of any law, and supports all recom- 
mendations to rectify such a situation. While it is true that the evidence before 
the committee may have shown considerable loss of business and employment 
in certain industries by reason of importation of foreign excess property, we 


The results of the GAO's investigation are summarized at pp. 28—30 of the first report 
by the Honse Committee on Government Operations, House Rept. No. 228, 86th Cong., ist 
sess., at pp. 28-30 (1939). It appears that the GAO report to the committee does not 
substantiate the “horrors” brought out during the 1958 hearings. 
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must stress that much of this evidence presented by spokesmen for manufactur- 
ing groups was distorted, erroneous, and false. Moreover, it should be noted 
that at the time of these hearings the manufacturers were suffering from the 
general economic recession which was in no way related to the importation of 
Tae aaah, we have no great quarrel with last year’s work of the Committee 
on Government Operations on the foreign excess property problems. We be- 
lieve that, by and large, important deficiencies of a procedural nature were 
prought to light in the course of the hearings and that firm remedial action was 

gired. Our concern goes, first of all, to the fact the record of the subcom- 
mittee’s hearings is one sided, quite.erroneous, and extremely prejudicial to the 
importers of surplus property, largely because the statements of the manufac- 
turer’s spokesmen were apparently given full credence, while those businessmen 


dependent upon importation of surplus were not heard. Secondly, the hearings 


and the 87th report were misinterpreted as a congressional mandate to embargo 
all imports of foreign excess property. 


The 1959 regulations 


Even before the 37th report was issued by the committee, the Secretary of 
Commerce stated that he had instituted a study with a view toward making, 
as promptly as possible, any improvement that may be made under current law, 
and recommending legislation to make such necessary changes in the law as 
may be required. This study culminated in the issuance on January 14, 1959, 
of completely new regulations replacing the old Foreign Excess Property Order 
No. 1. 

These new regulations were obviously designed to put almost a complete 
stop to importation of foreign excess property. This is apparent from even 
a cursory review of section 401.4, which establishes more detailed criteria and 
principles, subsidiary to and consistent with those laid down in the statute. 

1. First of all, section 401.4 sharply restricts the statutory standard of 
“beneficial to the economy of this country.” Although it is conceded in the 
regulations” that every importation presumably confers some benefit upon 
some segment of the economy, the statute is interpreted to require a showing of 
net benefit in that “the benefit to the economy resulting from an importation 
must outweigh the detriment.’ But, even though every importation is con- 
ceded to involve some benefit, a showing that an importation would not be 
harmful is not adequate.” Similarly, the regulations torture the statutory term 
“beneficial” to mean “special benefits over and beyond any benefits to be derived 
in the marketplace by an added supply of goods and materials.” ™ 

2. Secondly, the new regulations completely rule out the consideration of low 
price for domestic sales of foreign excess property as an adequate benefit to 
the economy or as evidence of domestic shortage. Thus, the Department of 
Commerce, having commenced with the position in Foreign Excess Property 
Order No. 1 that an applicant must show that domestic demand for a foreign 
excess property product is not attributed solely to price, then moved in the 
1955 memorandum to the position that increased domestic demand or con- 
sumption attributable to lower prices than for ‘domestic supply will not be con- 
sidered, and now says that price will not be considered at all.” This might be 
a valid position and a reasonable interpretation of the law to the extent that 
foreign excess property is directly competitive with domestic supply, but it has 
no validity where there is actually a separate and distinct market for foreign 
excess property created by the price differential. 

3. Thirdly, the new regulations provide that a product will not be considered 
to be in short supply “if alternative usable grades, qualities, or dimensions 
are domestically available.” * This, too, represents a retreat from the earlier 
position, expressed in the 1955 memorandum, that in judging short supply 
or other benefit to the economy, only property of the same class and in direct 
competition with the proposed importation should be considered. Some un- 
realistic and arbitrary examples of the application of this weird principle are 
diseussed below. 

4. Fourthly, the new regulations provide that shortage must be determined on 
4 national and not on a local basis.“ This méans, in effect, that someone desir- 


44 CFR sec, 401.4(c) 


(13), 24 Fed. Reg. 367 (1959). 
*44 CFR sec, 401.4 (c) ( 
“44 CFR sec. 401.4(b), 


1 

1), 24 Fed. Reg. 367 (1959). 

24 Fed. Reg. 366 (1959). 
244 CFR sec. 401.4(c¢) (3) 

4 

7) 





, 24 Fed. Reg. 367 (1959). 
*44 CFR sec. 401.4(c) (4), 24 Fed. Reg., 367 (1959). 
*44 CFR see. 401.4(c) (7), 24 Fed. Reg. 367 (1959). 











240 IMPORTATION OF FOREIGN EXCESS PROPERTY 


ing to import foreign excess property must go far beyond his own market 
far beyond his own sources of supply and his competitors’, to ascertain whether 
or not domestic supply is available. It means that he must be prepared to refy 
and disprove ofttimes vague and erroneous rumors as to availability of the 
items in distant parts of the country. 

The above examples are illustrative of the narrowness of the new regulations 
They indicate clearly that the new regulations were not promulgated to provide 
a properly controlled basis for reasonable importation of foreign excess propert 
Rather, they were promulgated to put a stop to any imports of surplus property, 
except in rare cases. ; 

The statistics tell the story. In a press release issued June 19,” BDSA stated 
that of 67 applications for importation of foreign excess property considered jy 
1959 to June 15, only 2 had been granted, and in 1 of these 2 cases, the FEPOQs 
negative determination was reversed by the Department’s Appeals Board. 
tween June 15 and June 30, an additional six cases were decided by FEPO, ang 
only one permit was issued. Thus, through the first 6 months of 1959, 73 cages 
have been considered and FEPO has authorized importation in only 2 of these, 
although in a third case the Appeals Board overruled FEPO’s negative decision, 
In numerous other cases, firms desiring to import foreign excess property items 
decided not to spend the time and money involved in applying, because they knew 
in advance, often as a result of checking informally with FEPO’s office, that 
there was no hope of obtaining a favorable determination.” 

Although the BDSA and FEPO have been guarded in their public statements 
they have privately stated very candidly to members of the American Association 
of Surplus Property Importers that the new prohibitory regulations and the 
new policy of turning down almost every application have been adopted in direct 
response to the 1958 hearings before the Dawson subcommittee and the com. 
mittee’s 37th report.” They say privately that the committee made it clear that 
the law was to be interpreted and applied so as to put an end to importation of 
foreign excess property. They point to pages 26 and 27 of the report by the Con. 
mittee on Government Operations, “Results From Recommendations Made Dur. 
ing 85th Congress in Reports of Committee on Government Operations” (H. Rept, 
228, 86th Cong.) as indicating the committee’s approval of these policies, On 
these pages the committee lists in summary form the “detailed criteria and prin- 
ciples” found in section 401.4 of the new regulations which “gives more explicit 
meaning to the phrases in the act which constitute the test as to whether foreign 
excess property may be imported into the United States.” The committee stated: 
“If property enforced, the new regulations should fulfill the committee's 
recommendation.” 

Thus, the Department of Commerce finds support for its new policies in the 
apparent approval of the committee. 

We believe the intentions and the views of the committee have been misunder 
stood and misrepresented. Certainly the committee did not contemplate or in- 
tend that its hearings or report result in imposition of an embargo which would 
put American firms out of business and make their employees jobless. As we 
interpret the committee’s position, it was concerned only, and properly, with 
certain rather obvious procedural deficiencies in the manner in which the law 
was being administered. Its mandate to the Department of Commerce was that 
these deficiencies be remedied and the law interpreted and applied accord- 
ing to a rational and uniform pattern. We do not believe the committee intended 
that the law be administered as if it read “beneficial to the interests of some 
manufacturers of this country,” rather than as it was written, “beneficial to the 
economy of this country.” 


III. MISREPRESENTATIONS IN THE 1958 HEARINGS 


The scope and extent of the 1958 hearings have been described above by refer 
ence to the committee’s findings and recommendations. In view of the fact 
that the existing plight of the surplus importers (and the industries which are 
dependent upon imported surplus items) stems directly from these hearings, it 
would be well to analyze them in somewhat greater detail. 

First of all, there can be no quarrel with the proposition that section 402 
must be scrupulously administered as long as it remains on the statute books. 
Secondly, it may well be that, on the basis of the evidence presented to the 

% Press release, BD—59-97. 


2% 1959 hearings, Tr. at 52, 70. 
27 See also note 2 supra. 
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subcommittee in the 1958 hearings, a drastic overhaul of the criteria and pro- 
ures was in order. It should be emphasized, however, that the evidence 
resented to the subcommittee in 1958 did not present a true and accurate pic- 
ture but presented, rather, a completely distorted, erroneous, and false state of 
affairs. Some of the more flagrant illustrations of this are outlined below. 


The quantities of imported surplus 


The spokesmen for the manufacturing interests charged that vast quantities 
of surplus manufactured equipment were being imported into the United 
states.” They did not and could not substantiate this charge. 

The fact of the matter is that no one knows the amount of foreign excess 
roperty Which has been imported into the United States.” It is very clear, 
however, that the amount was not very great, even prior to the 1958 hearings. 
As Mr. Robert R. Nathan pointed out in his testimony, careful analysis indi- 
entes that in the fiscal years 1957 and 1958, sales of foreign excess property 
by the Department of Defense aggregated $304,585,000 and $582,419,000, respec- 
tively, in terms of original acquisition cost, and that, at the very most, only 
10 percent of the property thus sold was purchased by American firms, and an 
even smaller percentage was purchased for importation into the United States.” 
The property returned to the United States in the fiscal year ending June 30, 
1958, probably was only about 1 to 3 percent of the amount of surplus sold 
domestically in the United States without restriction upon its resale in the 
domestic market.” 


Quantity of imported surplus in bond 


Similarly, it was charged that “huge quantities of this foreign-generated 
Government surplus construction equipment is currently held in bond at the 
principal port areas,” * at a cost of millions of dollars to the importers, who will 
realize “millions of dollars in profit * * * if they can penetrate, crawl over or 
under the barrier” provided by section 402." These allegations are demonstrably 
false. At the time the allegation was made, apparently only three importers had 
material in bond in the United States, and the original acquisition cost of this 
material to the Government was about $1 million.™ 


Identification of imported surplus held in bond 


In the same vein, it was charged that there was no way in which it was 
possible for the Government to identify specific items of surplus property held 
in bond to assure that they did not enter the domestic market in violation of 
the bond.*5 Here again, it has been demonstrated that each item of construction 
equipment is adequately identified from the moment of its sale by the Government 
to the time it reaches the importer’s yards.” 


The“horrible” examples 


Industry spokesmen also regaled the committee with “horrible” examples 
of alleged grossly improper importations of foreign excess property. Perhaps 
the most extreme exumple brought to the committee’s attention concerned brake 
linings. 

A representative of Bendix Aviation Corp. testified that 268 tons of surplus 
brake linings, adequate for servicing 206,000 vehicles, were imported into the 
United States for sale in the domestic market in direct competition with new 
brake linings manufactured by American manufacturers.” The actual facts 
were™ that with the exception of an inconsequential 50 or 60 sets of brake 
linings which were sold within the United States, these 268 tons of brake linings 
were sold by the American importer to customers in the Philippine Islands, at the 
price of 55 cents per set, as compared with the original acquisition cost to the 
Government of $1.25 per set. The price of 55 cents was set in order to allow the 





*Testimony of H. D. Anderson, president, Associated Equipment Distributors, 1958 
hearings, at 177. 


* As pointed out in the 37th report, note 16. 
"1959 hearings, transcript at 320. Mr. Nathan’s estimate of the percentage of foreign 


exeess property sold to Americans is supported in the testimony of the Department of 
Commerce. Id., at 126. 


"Id., at 320. 

"1958 hearings, at ‘177. 

®1d., at 180. 

*1959 hearings, transcript at 260. 
*1958 hearings, at 181. 

"1959 hearings, transcript at 214-16. 
"1958 hearings, at 66-74. 

*1959 hearings, transcript at 29-30. 
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American firm which imported the brake linings 'to compete with Japanese j 
ported brake linings which were being sold in the Philippine Islands. ‘A wieteie 
manufacturers of brake linings simply were not in a position to compete ageiins 
the Japanese manufacturers for this market. 

Similarly, throughout the course of the 1958 hearings, direct and indirect 
allegations were made that importers of surplus property had sold the Same 
property back to the U.S. Government. No member of the industry repre. 
sented by the American Association of Surplus Property Importers has ever 
engaged in, or has knowledge of, any such reprehensible practice. Indeed, th 
Comptroller General of the United States, who investigated this allegation at 
the request of the Committee on Government Operations, reported to the com- 
mittee that he could find no evidence that the Defense Department had actually 
repurchased material previously sold as foreign excess property.” [Ip this 
connection, it is worth pointing out that the Department of Defense almost 
invariably invites the original manufacturer of surplus equipment to bid in 
surplus disposals of their equipment, and it is a well known fact that such 
manufacturers frequently do in fact bid on such property.” 


Availability of automotive parts 


Another example of the manufacturers’ misrepresentations to the committee 
during the 1958 hearings concerns their frequent statements that they were 
able to and did actually supply replacement parts and components of World 
War II vintage vehicles and construction equipment, so that there was ip 
fact no domestic shortage of such parts and components which would justify 
importation of surplus items of this character.” 

During the recent 1959 hearings, substantial evidence was presented which 
demonstrates conclusively that such parts and components are not available 
from the manufacturers and that the manufacturer has no interest in the busi- 
ness of suply parts and components for World War II vehicles and equipment 
As a matter of fact, it is clear that manufacturers of new parts for military 
vehicles rely on surplus property manufacturers for parts which they, the 
manufacturers, in turn can sell to their customers.“ This is more fully 
discusssed below. 

IV. THE 1959 HEARINGS 


The hearings on June 23 and June 25, 1959, before the Subcommittee on 
Executive and Legislative Reorganization of the House Committee on Gov- 
ernment Operations represented the very first opportunity had by those inter- 
ested in importation of foreign excess property to present their case. The 
following summarizes the main points made. 


The character of the industry 


There are several hundred firms in the United States which are engaged in 
the surplus business, and these firms employ many thousands of men and 
women. All of the firms in the surplus business are small business enterprises. 
The industry is engaged primarily in meeting the needs of individuals and small 
business customers, through offering for sale surplus items which would be 
completely beyond the reach of these customers if they were available only 
as nonsurplus items at nonsurplus prices. The availability of surplus property 
has led to the creation of many small business enterprises which could not 
otherwise have been launched, and has enabled these small enterprises to 
compete effectively against larger companies, and to grow in size. In many 
instances the importers of surplus property make available equipment which 
cannot otherwise be obtained. 

Importers of surplus property are responsible, hard-working, ingenious people 
whose activities add considerably to the national economy. They are not 
merely buyers and sellers of property; in many, if not most cases, foreign excess 
property is in very poor condition when purchased, and substantial sums of 
money must be spent in reconditioning and rehabilitating it before it can be used. 


% First Report by the Committee on Government Operations, H. Rept. No. 228, 86th 
Cong.. 1st sess. 29 (1959). 

# 1959 hearings, transcript at 60-61. 

411958 hearings, at 1180. 

* 1959 hearings, transcript at 145-156, 234-240. 

*@1d. at 234. 
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In many cases the form and usefulness of foreign excess property are sub- 
stantially altered before the property is sold to the ultimate user. For example, 
Groban Supply Co. of Chicago has imported surplus hydraulic traversing mecha- 
nisins originally used as part of the tracking gear in 40 millimeter antiaircraft 

s, and converted these mechanisms into hydraulic transmissions for midget 
gutomobiles with gasoline engines made for children. In this case, the mecha- 
nisms, Which otherwise would have been sold for scrap at $0.75 a piece, were 
purchased by Groban Supply Co. for $5 a piece. Thereafter, Groban spent an 
additional $15 per unit converting them into transmissions. Subsequently, whem 
Groban’s competitors saw how it was done, they bid $12 per unit for the next 
jot of the mechanisms offered by the Government as surplus.“ Thus, the returp 
to the Government on its sales of this surplus was dramatically increased. 

Sometimes the surplus equipment is converted by the importers’ customers. 
For example, in one case a company purchases surplus trucks from the importers, 
spends approximately $1,000 per truck in reconditioning them, and mounts 
water tanks on each truck at a cost of $1,750 to $2,500 per truck, depending upon 
size” These trucks are then used to provide vitally needed water for con- 
struction projects in California, in areas which have virtually no water otherwise 
available. This company has spent $351,000 in the first 9 months of its current 
fiseal year for labor and material incident to the production of these water 
trucks.” Surplus trucks are the only kinds of trucks desired by contractors 
for this purpose, and they are the only kind of trucks which it is economically 
feasible to use for this purpose. Surplus World War II vintage trucks have an 
added ruggedness and utility for this kind of work which simply cannot be 
found in new or used trucks manufactured in recent years. This added rugged- 
ness enables users of the surplus water trucks to haul at least 10 percent more 
water in each 8-hour day than could be hauled by newer model trucks. In addi- 
tion the maximum life of a water truck used in California does not exceed 3 
years, and no contractor wants to buy costly equipment for such short-term use.” 

Another example concerns forklift trucks. Connell Motor Truck Co. of Fresno, 
Calif., purchases a special kind of surplus forklift truck from the importer. This 
particular item is known as a plane-loader and is used for loading aircraft. The 
Connell Co. modifies this equipment for use in agriculture to obviate a shortage of 
field labor. No other kind of equipment is satisfactory for this purpose.“ 

Green Truck Sales, Inc., sold surplus trucks to a contractor at $1,900 a piece, 
which enabled the contractor to bid on a Brazilian contract, which he could not 
have thought of bidding on if he had to buy new trucks at $20,000 apiece. This 
contractor, by the way, spent at least $10,000 per truck modifying them for use as 
cement mixers.“ 

Thus, it can readily be seen that the importers of surplus property play a major 
and highly useful role in certain areas of the economy. The present embargo on 
importation of surplus property not only is putting the importers out of business, 
but is seriously affecting many areas of the economy, and is depriving numerous 
individuals and companies of the opportunity to acquire items that they want and 
need. Thus, contractors in water-hungry California are faced with a desperate 
shortage of water trucks.” Farmers in labor-short California who urgently re- 
quire converted planeloaders cannot obtain them.” Users of World War IT 
vintage trucks and equipment cannot obtain parts and components necessary to 
keep their trucks and equipment in operation.” A contractor constructing a 
vitally needed pier at Long Beach, Calif., faces a long delay in completing the 
pier because he cannot obtain a surplus rock crusher.” Users of trucks and other 
vehicular equipment are compelled to mismatch tires, because the matching tires 
they need and want are available only as foreign excess property which cannot 
be imported. The YMCA in Pittsburgh is deprived of a stage-lighting unit for 
its Little Theater program.” Countless other examples could be recited. 

“Td. at 40-45. 

“Id. at 75-76. 

“Td., at 76. 

“Td., at 76-77. 

“Td., at 139-42. 

“Td, at 242-43. 

“Id. at 75-79. 

"1d, at 141-42. 

"1d., at 78-79 ; 231-40. 

“Id, at 193 

“Id, at 90. 
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Importation of surplus does not adversely affect the market for new 
manufactures 


The few manufacturing interests which have so strenuously opposed the im. 
portation of surplus property have not produced any evidence showing that they 
or their distributors, or their retailers, have been in any way injured by imports. 
tion of foreign excess property. All available information and data indicates 
that there has been no such injury. 

First of all, the amount of surplus property imported into the United States 
as pointed out above, so small and insignificant as in itself to negate any inference 
of injury. If the sale of surplus were in any way injurious to the manufacturers 
the injury would be attributable to competition from domestic surplus rather than 
imported surplus since the quantities of the former which enter the domestic 
market dwarf the latter. But all surplus property, both domestic and import 
is sold in a completely different market, and is not competitive with ney 
manufactures and usually is not competitive even with nonsurplus used equip. 
ment. People who are interested in buying surplus equipment simply are no 
interested in new equipment or used equipment which is priced at a much higher 
level, completely beyond their reach. Secondly, as was shown time and time 
again during the 1959 hearings, customers want to buy surplus equipment for 
reasons not directly related to the lower price, and equipment of the king 
desired and needed for the specified purposes is simply not available except 
as surplus. California contractors cannot economically use new water trucks; 
California farmers cannot use equipment other than the converted planeloaders; 
the Pittsburgh YMCA cannot use a new stage-lighting unit; the contractor ¢op. 
structing the Long Beach pier cannot use a new rock crusher without a prohibitiye 
delay ; people don’t want to buy tires that don’t match the ones they already haye 
ete. 

Thirdly, it is clear that importation of surplus, far from injuring manufacturers 
of new items, actually is beneficial to them in the sense that the availability of 
surplus enables people to undertake new enterprises, to buy new kinds of items; 
and these people, when they grow larger and more prosperous, become customers 
for newly manufactured equipment of the same kind. 


The entire approach of the Department of Commerce has been to embargo im 
ports of foreign excess property 


The statistics on importation of foreign excess property in 1959 speak for 
themselves. They indicate very clearly that virtually no imports have been 
authorized in the first 6 months of the year. 


The regulations are embargo regulations 


This is not surprising in the light of the revised regulations issued by the 
Department of Commerce in January 1959, which are so contorted as to reflect 
very clearly the true intent of the draftsmen to exclude all foreign excess 
property from the United States. 

The regulations interpret the criterion “beneficial to the economy of this 
country” in as narrow, extreme, arbitrary, and unsound a manner as can be 
conceived. The proposition that benefit must be found in something more than 
the benefits derived from an added supply of goods in the marketplace would 
make sense only in an economy which regards scarcity as a prime virtue and 
objective. 

In dealing with the requisite proof that domestic shortages exist, the regula- 
tions unequivocally prohibit consideration of potential shortages regardless 
of how clear and definite the evidence may be that a real shortage is imminent 
At the same time the applicant is barred from looking into the future for 
potential shortages, he is required to look into the future to prove that @ 
shortage is not merely temporary. 

In its eagerness to adopt an embargo, the Department’s regulations adopt 
criteria relating to prices which are completely inconsistent with the adminis- 
tration’s anti-inflationary policies. Low-priced surplus is being excluded from 
the domestic market and customers clamor and their needs remain unsatisfied, 
while the wholesale prices for products of industries which claim to be in- 
jured by importation of surplus have gone sky high.” 

In defining the area of competition, the regulations depart wholly from the 
basic proposition in a free economy that prices determine the substitutability 
of alternative grades, qualities, and dimensions. The regulations replace the 


%Id., at 335-338. 
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ce factor with the arbitrary determination of a Government bureau. 


Simi- 
jarly, they cast aside, ignore, and reject what is well known to everyone—that 
there are separate and distinctive markets for low-priced and high-priced cate- 


gories of goods. In the same spirit, the regulations do not recognize that there 
are in faet local markets for specialized types of equipment which are needed 
or strongly preferred by the users because they are better adapted to the terrain, 
climate, or tastes of a particular geographical region. The regulations un- 
realistically contemplate that buyers in one part of the country can, completely 
contrary to their experiences, desires, needs, customs, and economic dictates, ob- 
tain equipment in a remote part of the country. 

The manner in which the Department of Commerce actually handles applica- 
tions for import determinations further underscores the true nature of its em- 
pargo policies. ; 

First of all, the applicant is required to execute a detailed application form, 
subject to prosecution for any willfully false statement. The application form 
requires such data as supply-demand data, production and consumption statis- 
ties, statement of inability to obtain the type of property domestically, state- 
ments of manufacturers that production has been discontinued and no substi- 
titutes are reasonably available, and the like.” 


The role of BDSA 

In his consideration of the application, the FEPO relies very heavily upon 
the advice of the Business and Defense Services Administration (of which the 
FEPO is a part). It is clear that in most cases the FEPO's denial of the 
application is based directly upon the findings and recommendations of the 
BDSA industry division concerned. It is equally clear that in many cases the 
BDSA industry specialist finds it necessary to go beyond the scope of ordinary 
statistical and economic data and to solicit information or advice on a subjec- 
tive basis directly from industry itself. 

BDSA exists primarily as a business service organization. It takes great 
pride in the fact that each of its 25 industry divisions serves as a focal point 
for cooperation between the Government and that industry. But the surplus 
industry does not have any representation within BDSA, either as a separate 
industry division or within the established divisions. Thus, the industry di- 
yisions really serve as focal points for cooperation between Government and the 
manufacturers. Under these circumstances, it is not surprising that the FEPO 
is armed with economic documentation indicating that statutory criteria for 
importing foreign excess property have not been met. 

Let us examine a few actual cases demonstrating the caliber and objectivity 
of BDSA’s role in this process. 

(a) Avles—tIn April 1959, the Ellis Co. of Los Angeles, Calif., applied for au- 
thorization to import axle assemblies for military GMC 6x6 trucks. The appli- 
cation was turned down by the FEPO, because, according to the FEPO, Timken 
division of Rockwell-Standard was manufacturing the axles and because two 
named eompanies Rex-Tex Equipment Corp. of Dallas, Tex., and Memphis 
Equipment Co. of Memphis, Tenn. each had 200 axle assemblies in stock available 
for sale. 

Mr. Ellis contacted both of these suppliers. Rex-Tex replied in part: 

“* * * we do not have any of these in stock and have not had any for over 
ayear now. We are in great need for our service requirements for customers 
who have purchased this type of truck, and if you can locate any of them, please 
keep me in mind, as I would like to buy some of them.” ™ 

Memphis Equipment Co. replied : 

“* * * T am sorry to advise that at the present time we do not have anything 
atall in new or good used units.” ® 

Mr. Ellis then proceeded to seek the axles from Timken which, according to 
the FEPO, was then manufacturing them, and Timken replied that its policy 
was to sell replacement parts only to the vehicle manufacturers, and, accord- 
ingly, referred Mr. Ellis’ inquiry to the parts department of GMC truck and 
coach division™ GMC replied that it was able to sell parts peculiar to a mili- 


tary model only to a Government agency, and, therefore, would not furnish these 
axles to Mr. Ellis.” 


"44 CFR sec, 401 (annex 1). 
#1959 hearines. transcript at 145-146. 
*Td., at 146-147. 
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It is apparent, therefore, that axles of this kind were in short supply, ang that 
Timken neither desired nor was able to satisfy the market for such axles ag 
replacement parts in military 6x6 trucks then in civilian use. 

(b) YC9A cranes.—Green Truck Sales, Inc., of Los Angeles, Calif, had 2 
YC9A link belt cranes in bond, and bought to obtain release of these craneg for 
sale to a customer who urgently needed them for construction work” The 
eustomer had other truck cranes, but they were not suitable for work in Close 
areas, the specific use for which the YC9A cranes were needed.“ The customer 
had been seeking to purchase such cranes for some time, but could find no YO9A 
cranes, used or new, available for his purchase. The manufacturer's distributor 
advised Green Truck Sales, Inc., in March 1958: 

“* * * this particular machine has been out of production for the last 5 years 
Frankly, if we had a dozen of them ready now, we could dispose of them during 
the next half hour.” © 

The FEPO turned down the application, relying upon advice of BDSA that 
substitutees for this crane were available. The customer, however, did not 
want to purchase any of these substitutes, since none of them could do the 
job for him. 

The only recourse available to Green Truck Sales, Inc., was appeal to the 
Department of Commerce Appeals Board. At this juncture, Mr. Howe, of the 
Construction Equipment Division of BDSA stated that YC9A cranes were not jn 
short supply.” ‘To prove his point, he said he would contact the Washington 
eounsel for the Associated Equipment Dealers to locate such equipment.” My 
Howe had stated that the Associated Equipment Dealers was:his “bible.”® The 
Appeals Board then indicated that if two YC9A cranes could not be found 
within a radius of 100 miles of Los Angeles, it would be concluded that a short- 
age existed.” Thirty-nine days later, Mr. Howe not being able to find any YC94 
cranes available to support his initial position, the license was granted.” 

Recently, on June 30, 1959, the same Mr. Howe made another comment on 
these very same YC9A cranes. In strenuously opposing another application to 
the FEPO by Green Truck Sales, Inc., he used as an example the “fact” that the 
purchaser of these two YC9A cranes had sold them within 1 week after the 
import authorization had been issued. As the affidavit (appendix A hereto) and 
a letter from the purchaser of these cranes, A. E. Fowler & Sons demonstrate 
Mr. Howe’s information was completely erroneous. The purchaser has spent 
about $12,000 in rehabilitation and reconditioning of these machines, and still 
owns and uses them. 

(c) Sheepfoot rollers—Mr. Green’s affidavit (appendix A) states that the 
same Mr. Howe stated on June 30, 1959, in advising the FEPO to reject an 
application by Green Truck Sales, Inc., for release of 36 sheepfoot rollers from 
bond, that there was no shortage because Brown-Bevis-Industrial Equipment 
Co., of Los Angeles, then had two 4 x 4 sheepfoot rollers in stock, and that 
R. H. Fox, of Van Nuys, Calif., then had at least 60 rollers of varying size 
(including 4 x 4 rollers) in stock for sale or rental. 

The facts of the matter are as follows: 

(1) Brown-Bevis-Industrial Equipment Co. stated that it has no 4 x 4 rollers 
in stock and did not know where they might be obtainable. 

(2) R. H. Fox informed Mr. Green that he had no sheepfoot rollers in stock 
then available for sale or rental. Mr. Fox, incidentally, had no dealers 
resale number for the California sales tax, no dealer’s resale license, and no 
place of business other than his home. 

(3) Crook Co. of Los Angeles, a large dealer in construction equipment, ad- 
vised that: 

“We are unable to supply you with any used 4 x 4 sheepfoot tampers as the 
supply seems to be exhausted.” 

In all of these cases, BDSA obviously had incorrect and biased information 
which it passed on to the FEPO to the great detriment of the importers. In 
each of these cases, BDSA has relied upon information obtained from mant 
facturers which was either badly outdated or clearly false. In all of these 


*1d., at 225. 
“ Thid. 
&1d., at 227. 
“1Id., at 229. 
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eases, this bad information led to initial denial of the application or to long and 
costly delays in approval. Here we have a situation in which importers are 
required to submit data subject to prosecution for false statements, while the 
FEPO bases his deeisions and false information drawn from sources not simi- 
arly subject to to prosecution. In addition, the applicant is given no oppor- 
tunity to know and refute this information until after the FEPO makes his 
decision, and the case is before the Appeals Board which has only limited 
jurisdiction. 


Broader and more liberal importation of surplus would be in the national interest 


The present embargo on importation of surplus property is highly detrimental 
to the national interest in a number of respects other than the detriment oc- 
casioned by denying people the privilege of satisfying their economic needs. 

(1) Increasing return to the Government.—The embargo on importation of 
surplus property has demonstrably reduced the return to the Government on 
oversea Sales of surplus property, since American companies must submit lower 
bids if they cannot bring the property into the United States. This is a factor 
which, although perhaps not to be given decisive weight, should be considered 
in weighing benefit to the economy. It is the taxpayers who suffer when Gov- 
ernment surplus property is disposed of for less than the best price obtainable. 
Nevertheless, the arbitrary embargo policies of the Department of Commerce 
gre causing this loss of revenue to the Government. When American firms bid 
on property in foreign surplus disposals, this participation leads to higher bids 
and increased revenues. In many cases the ingenuity of American importers in 
devising uses for surplus items enables the Government to obtain a price sub- 
stantially higher than the salvage value which would otherwise be obtained.” 
A further increase in revenue occurs subsequently when other importers bid on 
the same kind of property to imitate the achievements of the original ingenious 
importer.” Where American firms cannot import foreign excess property, they 
are not able to bid as much on the property and the surplus is sold at substan- 
tially lower prices. A vivid example of this is found in the testimony of Mr. 
Bilis. A May 25 bid opening by the Army Properties Disposal Sales Agency in 
Yokohama, resulted in rejection of the Ellis Co.’s high bid, because in previous 
sales, when the bidders were able to import the property, they had bid almost 
twice as much for the same items.” This artificial barrier to the obtaining of 
maximum prices severly burdens the Department of Defense—and the taxpay- 
ers—in the management and disposal of property. Indeed, it appears that the 
Department of Defense has made strong representations against the restrictions 
on importation of surplus which had the effect of injuring their disposal pro- 
grams and has recommended changes in the law to permit broader 
importation.” ™4 

(2) Generation of additional economic activity.—Importation of surplus gen- 
erates millions of dollars of expenditures incident thereto which are lost to 
the economy when imports are prohibited. The Ellis Co., for example, has paid 
well over a half-million dollars in freight to American steamship companies in 
1956, 1957, and 1958, for transporting surplus property to the United States, 
but so far in 1959, it has spent less than $20,000. In the past, it has spent about 
$100,000 per year in operating expenses incident to importation of surplus, but 
only $5,000 so far in 1959.” 

Groban Supply Co. paid a good price to the Army for the hydraulic traversing 
mechanisms, and then spent five times this sum converting them into 
transmissions.” 

Green Truck Sales, Inc., purchased from the Government 58 2%-ton 6x6 
Navy trucks for $500 each, spent $350 apiece shipping them to the United States, 
$30 apiece for transporting them from the port in the United States to Green 
Truck Sales’ yards, and additional sums in modifying and fitting the trucks for 
the ultimate purchaser’s convenience.” 

A customer of Green Truck Sales, Inc., bought surplus military trucks for 
$1,900 apiece, and spent at least $10,000 apiece converting them into cement 
mixers for use on a Brazilian job, which he could not have bid on unless such 
surplus trucks were available.” 

"Td. at 41. 

® Ibid. 

1d. at 122, 129. 

*1958 hearings, at 40. 

ie nee Tr. at 136-37. 
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(3) Keeping vitally needed equipment here instead of letting foreign interes 
get it—In many cases, the embargo policies of the Department of Commerce 
have deprived American businessmen and the American economy of vital] 
needed items with the result that they have gone to foreign competitors, . 

Green Truck Sales, Inc., was forced to sell a number of Lima-type 802 Cranes 
which it was holding in bond in Los Angeles to a Dutch purchaser at g time 
when the shortage of such items was so great that none was available any. 
where in the State of California.” ‘ 

Edward Levy Metals Co. of New Orleans was denied the opportunity to import 
236 pieces of scrap nickle alloy steel recovered in demolishing dams in Panama 
which it wanted to use in manufacture of a hydraulic shear in the United Stq 
an operation which would have required 10,000 man-hours of labor and $50,009 
worth of materials. At the time the application was denied by the FEPO sub- 
stantial quantities of foreign steel (nonsurplus) were being imported, - The 
surplus steel in question finally was shipped to Japan and the company imported 
a German hydraulic shear costing $125,000—a substantial loss to the domestic 
economy.” 

(4) Improvement of export market for American goods.—-Another detriment 
to the national economy in the present shortsighted policy of the Department of 
Commerce is found in the fact that the embargo on importation of surplus 
automotive parts is enabling foreign buyers to acquire surplus U.S. automotive 
parts at very low prices and to sell these abroad in competition with exports 
from the United States. In this respect, this misguided policy is killing the 
U.S. export market for automotive parts and is actually injuring the manp. 
facturers.™ 

Vv. CONCLUSION 


It is obvious on the face of the record of the 1959 hearings that section 492 
is being administered in an arbitrary and unsound manner, that numeroys 
cases have been decided on the basis of incorrect information, and that the re 
sults in numerous cases have been patently unsound if not absurd. Administra- 
tion of section 402, far from enhancing national economic objectives, is actually 
detrimental to the national interest. In particular, small businesssmen, both 
importers of surplus property and their customers, have been the victims of a 
campaign aimed at the complete destruction of the surplus industry. 

It is noteworthy that the Department of Commerce has, since the hearings 
took place on June 23 and June 25, taken a number of actions which stand out in 
sharp contrast to the previous policy of that embargo. In recent days, the 
Ellis Co. has been authorized to import its axles; Graham Bros. have been 
authorized to import their rock crusher; East Bay Tire Co. has been authorized 
to import tubes; and scrap metal has again been generally exempted from sec 
tion 402. Clearly the record of excesses brought to light in the June 1959 hear- 
ings has induced some reexamination of and modification in the Department's 
administration of this law. 

But mere swings in the pendulum are not enough. Businessmen who invest 
money and assume risk in the expectations of profit cannot afford to remain at 
the mercy of arbitrary bureaucratic action. The time has come to deal definitely 
and firmly with the anomaly of section 402. 

The Administrator of BDSA has told the Dawson committee that section 402 
“is by no means simple of interpretation or application.” We do not believe that 
section 402 is as difficult to interpret and apply as BDSA has made it by tor- 
turing the plain and simple language of the statute to make it an instrument of 
large manufacturers for the suppression of the surplus industry and the small 
businesses dependent upon it. The present regulations represent an extreme and 
partisan implementation of section 402—restrictive and thoroughly unsound asa 
matter of logic and economics. We believe that the FEPO has been doing his 
job properly in the light of the present regulations. Absurd regulations dictate 
absurd FEPO determinations. 

Section 402 can be intelligently interpreted and applied in the spirit in 
which Congress enacted it. There is attached hereto as appendix F a proposed 
revision of section 401.4 of the present regulations. This revision would give the 
FEPO an economically sound, logical, and workable set of criteria which would 
enable him to authorize reasonable importations of foreign excess property and, 

71d., at 223. 
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t the same time, bar importations when this is necessary for protection of the 

. tic economy or affected industries. Adoption of these regulations would, 
if they are administered in an objective manner, be a thoroughly satisfactory 
solution to this problem from all standpoints. 

We have also redrafted, and are attaching hereto as appendix G, a proposed 

vised section 401.12 of the regulations dealing with the FEPO’s decisions. 
ioe of the most disturbing elements of existing practice is the manner in which 

mpletely erroneous information is used to suppress imports. Our revision of 
e section would provide a means for import applicants to refute such infor- 
mation before the FEPO makes his determinations. : . 

Although we believe section 402 is a workable and satisfactory law as it would 
be interpreted and administered under revised regulations such as we suggest, 
we would endorse its complete repeal so that foreign and domestic surplus would 
be treated identically. ; 

It is difficult to understand what function section 402 has served in the past 
and now serves, in view of the fact that it restricts sale in the domestic market 
of insignificant quantities of foreign excess property, while really substantial 
quantities of domestic surplus are disposed of without restriction. We are 
gratified that the Administrator of BDSA himself raises the question whether 
section 402 and the distinction between domestic and foreign disposals has any 
logical basis.” In view of the small quantities of foreign excess property which 
would enter the domestic economy even if section 402 were repealed, we do not 
believe that domestic industry would be in any way injured by the outright 


’ On the other hand, if it desired to retain a statutory limitation on importa- 
tion of foreign excess property, section 402 might be amended to more accurately 
reflect the actual economic situation. We would suggest, for example, the 
following language which would reverse the present thrust of this law: 

“Foreign excess property may be imported into the United States unless the 
Secretary of Commerce finds with respect to any item or items of foreign excess 
property that importation would cause unemployment in any domestic industry 
or would otherwise have an adverse effect on the economy of this country.” 

This world be a much more realistic and practical law. 

One further recommendation is in order. The 1959 hearings have revealed 
that the BDSA is, in many respects, a parochial organization which is not repre- 
sentative of the entire business community. We strongly recommend that the 
surplus dealers be given representation in BDSA in a new industry division 


and that other similarly overlooked business groups be given similar recognition 
and representation. 


Respectfully submitted. 


STRASSER, SPIEGELBERG, Friep & FRANK, 
Max M. KAMPELMAN. 


HAROLD P. GREEN. 
WasHineron, D.C. 


APPENDIX A 
AFFIDAVIT 


Seymour J. Green, president, Green Truck Sales, Inc., 5753 South Alameda 
Street, Los Angeles, Calif., hereby deposes and states: 

1, Green Truck Sales, Inc., applied in June of 1959 for an FEP import deter- 
mination which would enable it to import 36 model W-2 drum sheepfoot rollers 
(le Tourneau) and 2 model 802 Lima crawler type shovels (described as 
“salvage”), which items had been acquired by Green Truck Sales, Ine., in surplus. 
disposal sales by the U.S. Government at oversea bases. On June 30, 1959, the 
foreign excess property officer denied this application. 

2, On June 30, 1959, Mr. Harry J. Smith, Jr., a representative of Green Truck 
Sales, Inc., met at the Department of Commerce concerning the aforesaid appli- 
cation with Messrs. Thomas Drumm, Deputy Administrator, Business and De- 
fense Services Administration, Jonathan Rintels, counsel to BDSA, George 


C. Lovell, deputy foreign excess property officer, and Rebert Howe of the 
Construction Machinery Division of BDSA. 
eases aes 


“Letter of July 20, 1959, note 2 supra. 
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3. I was subsequently informed by Mr. Smith that Mr. Howe, in requesti . 

the denial of the application, stated: ng do 

(a) That the firm of Brown-Bevis-Industrial Equipment Co. of Logs Angeles s 

then had two 4X4 rollers in stock, and that R. H. Fox of Van Nuys, Cali¢. ‘had ti 

at least 60 rollers of varying sizes, including 4X4 rollers, in stock for sale S 

rental. _ by 

(b) That, although there were no 802 Lima shovels in California to his (@ 

knowledge, the manufacturer of the 802 Lima shovels reported that there wer | 

6 new and 11 used 802’s available in the United States and that there were 77 mé 

new and 60 used 2-yard shovels of various manufacture available for Sale ip tel 

the United States. gh 

(c) That the buyers of the two YC9A cranes for which Green Truck Sales me 

Inc., had previously received import authorization had disposed of them Within or 

1 week after the import authorization was issued. In 

4. Upon receipt of this information from Mr. Smith, I contacted the afore. suc 

said R. H. Fox and was informed that he had no sheepfoot rollers in gtocg un 

then available for sale or rental, and that he had only two sheepfoot rollers then cri 

t out on rental. Subsequently, Mr. Fox informed me that he has no dealer's | 

. resale number for purposes of California sales tax, no dealer’s resale license (0 

4 and no place of business other than his home. : : 

5. I also contacted Brown-Bevis-Industrial Equipment Co. and was advised py cou 

that company that they have no 4 x 4 sheepfoot rollers in stock and did not abl 

know where items of this type were obtainable. The letter from Brown-Beyis. ris 

Industrial Equipment Co. responding to ‘my inquiry also stated: “This igs one eco 

of the scarcest pieces of equipment on the used market, usually sold immediately eco 

upon acquisition and usually at a price close to the price of a new tamper,” In 

6. I also contacted Crook of Los Angeles, a large dealer in construction or 

equipment, concerning the availability of 4 x 4 sheepfoot rollers and was im} 

8 advised that: “We are unable to supply you with any used 4 x 4 sheepfoot bus 

i tampers as the supply seems to be exhausted.” (c) 

; 7. I also contacted A. E. Fowler & Sons of Orange, Calif., who had pur ! 
4 chased the two YC-9A cranes from Green Truck Sales, Ine. By letter of ‘ 

July 13, 1959, A. E. Fowler & Sons emphatically stated that the cranes jp ~ 

a, question have not been sold, have remained in their possession since the date - 

4) of delivery to them, and that they have spent approximately $12,000 to date a 

. in rehabilitation and reconstruction of these machines. re 

; 8. On July 21, 1959, I met with Mr. Lovell, Mr. Howe, Mr. Rintels, Mr. | 

} Thomas Bendorf of Senator Engle’s office, Mr. Harry Smith, and Mr. Max ¥. a 

4) Kampelman, counsel to the American Association of Surplus Property Importers. 

| In the course of this discussion Mr. Howe admitted the accuracy of the a 

statements attributed to him by Mr. Smith. Mr. Howe specifically stated that line 

2} he wished to retract the statement which he had made concerning the alleged but 

os saie of the two YC-9A cranes by A. B. Fowler & Sons. Mr. Howe also admitted ( 

3) that his comments on June 30 were based in large part on information more not 
than a year old. Mr. Howe was not able to, and did not attempt to, contra- be 

dict or controvert the information which I presented based on my inquiries = 

to R. H. Fox, Brown-Bevis-Industrial Equipment Co., A. E. Fowler & Sons, i 

and Crook Co. ( 

Seymour J. GREEN. ee 

DISTRICT OF COLUMBIA, 88: limi 

On this the 22d day of July 1959, before me personally appeared Seymour J. cha 

Green, and swore to, subscribed to and acknowledged the within instrument. of t 

In witness whereof I have hereunto set my hand and official seal. dom 

[SEAL] IRENE GERSON, ‘ 

Notary Public of the District of Columbia. es 

My commission expires April 30, 1961. (4 

issu 

suck 

APPENDIX B “] 

Succestep Revistons In Foreren Excess Property Orper No. 1 (Revised) prod 

SECTION 401.4. CRITERIA AND PRINCIPALS = 


The basic criteria to be applied in making FEP import determinations are 
: . : ai S “ee oY 71008 
contained in section 402 of the Federal Property and Administrative Services 
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Act of 1949. These are, whether “the importation of such property would relieve 

¢ shortages or otherwise be beneficial to the economy of this country.” 

are broad and general concepts and require particularization in the applica- 

on. More detailed criteria and principles, subsidiary to and consistent with 

those laid down in the statute, are contained in this order, and will be observed 
by all concerned. 


(a) Shortages 

In general, a shortage in the market for any particular type or class of goods or 
materials exists when the demand is greater than the supply. Shortages may be 
temporary Or seasonal in nature, and may also be chronic or of long duration. 
Shortages may be caused by inadequate productive capacity to supply the 
market; by shortage in raw materials or component parts; by labor shortage 
or work stoppage ; or by lack of sufficient demand to support economic production. 
In determining whether a shortage exists many factors have to be considered 
such as price trends, characteristics of the market, idle productive capacity, 
ynemployment, production lead time, and trend of imports. More detailed 
criteria and principles are presented below. 


(b) “Beneficial to the economy of this country” 


The importation of foreign excess property may result in benefits to the 
country other than the relief of domestic shortages. By making products avail- 
able to users, such imports can contribute to enlarged availability of goods for 
rising living standards and for more efficient production in many sectors of the 
economy. However, foreign excess property imports may be detrimental to the 
economy when there is substantial unemployment and idle productive capacity. 
In determining whether a given prospective importation represents a net benefit 
or a net loss to the economy, consideration must be given to the net effect of the 
importation on employment, production, consumption, trade, price stability, 
business efficiency, Government fiscal operations and other relevant factors. 


(c) Detailed criteria and principles 


A finding of the existence of a domestic shortage which would be relieved by 
importation of foreign excess property, or other benefits to the domestic economy, 
should take the following elements into consideration. 

(1) Affirmative finding required.—It is not sufficient to find that an importa- 
tion would not be harmful. It must affirmatively appear that it would specifically 
relieve a shortage, or otherwise be beneficial to the economy. 

(2) Area of competition.—in determining whether or not a particular product 
is in short supply, it should be recognized that separate markets may exist for 
surplus and used goods as distinguished from new goods, and for low-priced 
goods as distinguished from substantially higher priced goods. The dividing 
line between these markets may not be clearly defined or readily identifiable, 
but the evaluation should note that separate markets may exist. 

(a) Substitutability. Products may be substitutable for some purposes but 
not for others. In defining the market for a given product, consideration should 
be given to the specialized or unique functions to be performed by the imported 
product and the domestic availability of products capable of performing similar 
functions. 

(b) Loval and national markets. The market for a given product may be on 
a national basis or may be limited to a specific region or locality. Factors 
limiting the scope or range of a market include transportation costs, physical 
characteristics of area in which product will be used, serving facilities, customs 
of the trade, etc., and should be considered in evaluating the existence of a 
domestic shortage. 

(3) Leadtime.—A product may be in short supply if it is not domestically pro- 
curable within reasonable leadtime limits for such product. Increase in length 
of normal leadtime is clearly evidence of the existence of a shortage. 

(4) Outstanding FEP import authorizations.—If an authorization has been 
issued for the importation of a product, the quantity likely to be imported under 
such authorization should be assumed to be included in the prospective domestic 
supply for the purpose of determining whether a shortage exists. 

(5) Reliance upon imports.—A history of substantial normal imports of a 
product constitutes evidence of the existence of a domestie shortage. However, 


the absence of such evidence does not necessarily mean that a domestic short- 
age does not exist. 
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(6) Price.—In determining whether the importation of foreign excess 
erty will relieve a domestic shortage or otherwise benefit the economy, conaitden, 
tion should be given to the rate of increase in the price of comparabje 
products available domestically and the need of the country to prevent or = 
mize price inflation. . 

(7) Custom production.—The fact that a product can be produced to 
order in this country is not decisive that a shortage does not exist. Price lead 
time, customer convenience and preference are relevant under the circumstan ; 

(8) Unique articles.—Unique items, including museum and collection pi 
articles of historical value, antiques, and items of special sentimenta] value may 
be considered beneficial to the economy. y 

(9) Eapenditures in connection with importation—aA need for substantia! 
expenditures for labor, materials, parts, storage, transportation, and similar 
items should be taken into consideration, together with other relevant factory 
in determining benefit to the economy. 


APPENDIXx C 


Sueaestep Revisions IN Foreign Excess Property Orper No. 1 (Reviszp) 
SECTION 401.12. DECISIONS OF THE FEPO 


(a) In the event the FEPO has reason to believe, based on all of the informs. 
tion before him, that importation of the foreign excess property in question 
would not relieve domestic shortages or otherwise be beneficial to the economy 
of this country, he shall immediately notify the applicant of his proposed denig| 
of the application, stating the reasons therefor and specifying the information 
relied on by him in support of the proposed denial. Thereupon the applicant 
shall have a period of 20 days following his receipt of the notice of proposed 
denial to file with the FEPO such exceptions and additional information ag he 
may desire. Upon consideration of any such exceptions and additional informa. 
tion the FEPO shall make his final decision. Requests for reconsideration must 
be in writing and may be entertained by the FEPO in his discretion, but no 
request for reconsideration shall extend the period within which an appeal must 
be taken to the Appeals Board from a decision by the FEPO. 


LAw OFFICES OF K1n@ & Nostz, 
Washington, D.C., July 14, 1959. 
House GovERNMENT OPERATIONS COMMITTEE, 
U.S. House of Representatives, 
Washington, D.C. 
(Attention : Mr. Henderson). 

DeaR Mr. HENDERSON: Enclosed is a copy of a letter addressed to Chairman 
Dawson from the Construction Industry Manufacturers Association. This is 
the letter which that association would like to have included as part of the 
record. 

I am sending this copy along to you in case the original is misdirected, 

Sincerely, 
JosePH T. Kina. 


CONSTRUCTION INDUSTRY MANUFACTURERS ASSOCIATION, 
Chicago, Ill., July 13, 1959. 
Hon. WILLIAM L. DAWSON, 
Chairman, Committee on Government Operations, 
House Office Building Annez, 
Washington, D.C. 

Dear Mr. Dawson: We wish to take exception to the comparison of construc 
tion machinery prices with the price trend of all commodities, that was made by 
Robert R. Nathan before the Subcommittee on Executive and Legislative Re 
organization of the Committee on Government Operations, on June 25, 1959. 

The wholesale price index published by the U.S. Department of Labor does 
not reflect nor evaluate the present operating efficiencies and increased capaci 
ties that have been built into today’s construction machinery. 
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As a result of the increased productivity of these advanced machines, it costs 
ore to move a yard of dirt today than it did over 30 years ago, even though 
no vother factors which contribute to earthmoving costs, including labor and 
material, have increased almost 300 percent. | 
The cost of yesterday’s steam-operated equipment cannot be compared with 
the diesel-powered gaint of today. Although used for the same purpose, they 
are entirely different tools. ; , : " 
Should an expanded statement from us relative to Mr. Nathan’s analysis 
be desirable to your committee, we would appreciate the opportunity to furnish 


yery truly, 
es G. A. GILBERTSON, President. 


Law OFFICES or Kine & NOBLE, 
Washington, D.C., July 13, 1959. 
TmLIAM L. DAWSON, 

Sean Subcommittee on Harecutive and Legislative Reorganization, Com- 
mittee on Government Operations, House Office Building Annex, Wash- 
ington, D.C. 

Deak Mz. CHAIRMAN: During the course of the recent hearings on the im- 
portation of foreign excess property before the Subcommittee on Executive and 
Legislative Reorganization, Mr. Seymour J. Green, president of Green Truck 
Sales, Los Angeles, Calif., and president of the American Association of Surplus 
Property Importers, charged Mr. H. D. Anderson, a past president of Associated 
Pquipment Distributors, with having made intentional misleading statements 
in his testimony before the subcommittee last year. In answering Mr. Green’s 
statement we could be accused of “picking at gnats.” Since Mr. Anderson’s 
yeracity has been questioned we feel this letter should be made a part of the 
i Gein first took exception to Mr. Anderson’s remarks with respect to the 
useful life of construction equipment. He inferred that Mr. Anderson stated 
“hat this equipment has a life of from 5 to 20 years.” Actually Mr. Anderson 
stated “the larger items, if properly maintained, can have a useful life of from 
5 to 20 years.” Even if Mr. Anderson had said what Mr. Green implied, he 
(Mr. Anderson) would not have been incorrect. Attached, for the committee 
file, is a copy of Bulletin F published by the Internal Revenue Service showing 
the “Tables of Useful Lives of Depreciable Property” (exhibit I). Construc- 
tion equipment is used for building construction, highway construction, levee 
construction, marine construction, lumber and logging operations, and in mines 
and quarries. The committee’s attention is directed to tables on pages 19 
(building, highway, levee and marine construction equipment), 36 (logging equip- 
ment), and 40 (mining and quarrying equipment) of the attached Bulletin F. 
The information in this 1955 reprint of the 1942 revised Bulletin F does not 
support Mr. Green’s statement that “In fact, the Internal Revenue schedule 
lists very few items of equipment with a useful life of as much as7 or 8 years.” 
It does, however, prove the accuracy of Mr. Anderson’s statement. 

Mr, Green next takes exception to Mr. Anderson’s statement that the im- 
porters “have invested millions of dollars in this equipment * * *.” Mr. Green 
explains that “at the time” Mr. Anderson testified there was only “between 
$250,000 and $300,000 worth of construction equipment held in the United States 
in bond.” Later Mr. Green in replying to a question of Mr. Rintels said that 
the $250,000 to $300,000 figure was based on his landed cost, which “included 
the sale price, our expense in Japan, and freight costs.” He further stated that 
the cost of construction equipment in Japan is usually “15 to 20 percent of ac- 
quisition cost.” We are sure that Mr. Green realized that Mr. Anderson was 
using acquisition cost. It is the only figure used by the executive departments 
and by Congress in attempting to evaluate the problem. To discuss the value 
of surplus property in any other terms than acquisition cost would result in 
utter confusion. 

Mr. Green later stated that there were only three people that held surplus 
equipment in bond “at the time” Mr. Anderson testified. In addition to himself 
were the “Ellis Co.” and the Schnitzer Steel Products.” Mr. Green knows that 
there is no way of knowing how much equipment is held in bond at any one 
time. Mr. Anderson could not know, nor could Mr. Green know exactly how 
much was held in bond “at the time.” We only know that more was being 
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currently offered by importers, one of which included the Golden Gate ui 
ment Co. (exhibit II) not mentioned by Mr. Green. Mr. Green knows that ie 
Department of Commerce will not make available to anyone, including Mr, Green 
or me, the names of importers or the equipment held by importers for 

The committee can, however, determine whether Mr. Anderson or Mr. Green 
correctly estimated the situation by asking the Department of Commerce whether 
his statement was true. 

Mr. Green accuses Mr, Anderson of hitting “below the belt with brass knug. 
les” when last year he stated in part that “* * * many millions of dollars j, 
profit will be realized if they can penetrate, crawl over or under the barrier 
vided by Public Law 152.” Mr. Green lifted the statement out of context, yy, 
Anderson at the time was discussing the arguments used by the importers to 
justify their application for licenses to sell on the domestic market. Mr. Ander. 
son, after introducing a document to show the line of argument employed by the 
importers and a document to show the industry’s answer to these arguments, 
stated : 

“In view of the language of Public Law 152, we are at a loss to understand 
why the Secretary of Commerce or the Appeals Board can seriously entertain 
applications for licenses based on the arguments submitted by the importers, 

“The extent to which the importers have gone in attempting to justify their 
applications for licenses clearly indicates the desperate circumstances in which 
they find themselves. They have invested millions of dollars in this equipment, 
and many millions of dollars in profit will be realized if they can penetrate 
crawl over or under the barrier provided by Public Law 152” (p. 180, transcript 
of hearings). 

The record shows that the importers have brought construction equipment into 
the United States under bond for “reconditioning and reexport”. The record algo 
clearly shows that after the equipment arrives in the United States the ip. 
porters use all kinds of ingenious arguments to obtain licenses for the sale of 
that property on the domestic market. Mr. Green before the Appeals Board of 
the U.S. Department of Commerce stated “* * * we feel that we are competent 
within our industry and it is unreasonable to conclude that we would have 
bought equipment which would have no sale and consequently concentrated 
those items which we knew were the needed requirements in our area and in 
Canada and Mexico.” [Italic supplied.] He also conceded that the equipment 
can be sold in export when he stated “* * * should licenses continue to be denied, 
the balance will also. be exported to these countries or other foreign countries 
under our present bond obligation.” (Transcript of hearings before the Appeals 
Board of the U.S. Department of Commerce on Aug. 26, 1958, pp. 29-30.) 

The importation of the drawn sheepsfoot rollers for “reconditioning and re 
export” is further evidence of an attempt to find a way to get around the law 
and regulations. Pictures of these sheep’s-foot rollers were shown to the con- 
mittee. Even in the absence of expert testimony it was obvious there was no 
reconditioning required. Mr. Green is still claiming he should be allowed to 
sell these on the domestic market. He also failed to advise the committee that 
these same rollers are currently the subject of a second appeals case in the De 
partment of Commerce. The 37 rollers Mr. Green wants to sell on the California 
market are equal to the number of new drawn sheep’s-foot rollers sold annually 
in that State. 

Mr. Green next challenges Mr. Anderson’s explanation of the difficulty of 
proving that surplus imported under bond for “reexport” is sold on the domestic 
market. Mr. Anderson’s statements were based on experiences reported by 
members of the industry who have attempted to run down the source of con- 
struction equipment that had all the earmarks of oversea surplus. Mr. Green 
made a great point of Mr. Anderson’s statement that the Bureau of Customs 
does not maintain serial number record: on property imported under bond for 
reexport. Members of the industry have not been able to obtain such informa- 
tion, but more important such identifying information has and still is not re 
quired on applications for licenses to import equipment under bond for reexport. 
Mr. Anderson was demonstrating the lack of Government control over this im- 
ported property. His testimony on this subject was superfluous as the Govert- 
ment witnesses conceded they have no way of knowing what happens to this 
property after the licenses are granted. The committee made special note of the 
situation in its findings and in recommendation No. 2 (H. Rept. 2661, S5th 
Cong., 2d sess., pp. 3 and 4). 

Mr. Green complains because he has not been allowed to sell two Lima 802 
cranes on the domestic market. To support his claim that there is a shortage of 
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he offered two letters which in substance stated that there are no used 
ggg machines which are in good mechanical condition available on the present 
market. It is interesting to note that the two cranes Mr. Green wishes to sell 
are “damaged” and “unusable” without extensive reconditioning work and that 
“it would cost between $15,000 and $20,000 to put these two cranes into working 
condition.” Was Mr. Green comparing “damaged” and “unusable” cranes with 

in “good mechanical condition”? More important, there are several types 
of cranes comparable to the Lima 802’s currently available on both the new and 
ysed market. This was demonstrated to the Appeals Board of the U.S. Depart- 
ment of Commerce last year. ; 

Mr. Green makes an issue of his difficult in getting a license to sell two model 
yo-9A Link Belt cranes last year and infers that he received a license only 
after the industry failed to show that comparable cranes were not available on 
the Los Angeles market. The Appeals Board licensed the sale of these cranes 
jn spite of the fact that the industry demonstrated that comparable cranes were 
available on the Los Angeles market. For the committee's file we attach a letter 
dated June 2, 1958, from Mr. Herb Mayer of the Western Machinery Co., 650 
Fifth Street, San Francisco, Calif. Also attached are specification sheets on the 
model YC-9 Link Belt crane and specification sheets on comparable cranes pro- 
duced by the Hughes-Keenan Corp., Delaware, Ohio, which are available on the 
los Angeles market (exhibit III). This material was submitted to the Appeals 
Board prior to the issuance of the license to Mr. Green. 

Mr. Green infers in his testimony that the Associated Equipment Distributors 
represent the manufacturers of construction equipment. AED is a dealer asso- 
dation and speaks only for the dealers. It is in no way authorized to speak 
for the manufacturers. 

Mr. H. J. Ellis, one of the importers in testifying before your committee, com- 

about the “arbitrary” administration of law by the Department of 
Commerce and cited as an example the denial of his application for permission 
to sell a number of forklift trucks, commonly referred to as “plane loaders” 
on the domestic market. To support his allegation of a shortage he offered a 
letter from a prospective purchaser which in part stated that this type of lift 
truck “* * * is not manufactured by anyone at this time. It is a discontinued 
and obsolete model * * *.” 

For the committee’s file we attach copies of the following documents which 
were submitted to the Appeals Board by the Material Handling Equipment 
Distributors Association during the pendency of Mr. Ellis’ appeal (exhibit IV): 
letter dated September 9, 1958, to Mr. Frederic W. Olmstead, Chairman, Appeals 

Board, from William R. Noble. 
letter dated October 29, 1958, to Mr. William R. Noble, from Don S. Ferguson, 

Robert H. Braun Co., Los Angeles, Calif. 
letter dated November 14, 1958, to Mr. William R. Noble, from R. H. Davies, 

Clark Equipment Co., Battle Creek, Mich. 
letter dated November 19, 1958, to Mr. William R. Noble, from Don S. Ferguson, 

Robert H. Braun Co., Los Angeles, Calif. 
letter dated November 25, 1958, to Mr. Frederic W. Olmstead, Chairman, Ap- 

peals Board, from William R. Noble. 


We respectfully submit that in the field of construction equipment there are 
no shortages and the importation of such oversea surplus would be harmful 
tothe economy. Mr. H. J. Ellis, before the Appeals Board last year very aptly 
described the situation in these words: 

“You can buy anything in the United States, anything. But you can’t buy it 
at a price that we can sell this material for.” (Transcript of proceedings before 
the Sa Board of the U.S. Department of Commerce, Tuesday, Aug. 26, 1958, 
D. 

For the committee’s file we are attaching a few typical clippings showing 
recent (1959) auctions of large quantities of construction equipment (exhibit 
Vv). Auctions are evidence of surplus. Also attached in a recent ad of Mr. 
Green’s offering for export approximately a million dollars’ worth of construc- 
tion equipment and parts based on acquisition cost (exhibit VI). 

Tn conclusion we wish to point out that both Mr. Green and Mr. Ellis were 
present at the hearings when Mr. Anderson testified. Not only were they given 
4 chance to refute Mr. Anderson’s testimony in his presence but at the conclu- 
sion of the hearings the chairman afforded them an opportunity to file a statement. 


in record shows they failed to avail themselves of the opportunities then or 
er. 














256 IMPORTATION OF FOREIGN EXCESS PROPERTY 


The attached exhibits need not be made a part of the record as they a 
offered only for the committee’s file. Te 
Respectfully submitted, 


JosePH T. King, 
Washington Counsel, Associated Hquipment Distributors 


U.S. DEPARTMENT OF CoMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D.0., July 20, 1959 
Hon. Witt1aM L. Dawson, , 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D.C. 


Dear MR. CHAIRMAN: At the hearings on the subject of importation of foreign 
excess property held on June 23 and June 25, 1959, before the Subcommittee on 
Executive and Legislative Reorganization of the Committee on Government 
operations, the representatives of the Department of Commerce were accordeg 
the privilege of submitting additional material for the record after consideration 
of the transcripts of testimony. As you will recall, your letter to the Secreta: 
of Commerce, under date of June 12, requested the presence of officials of this 
Department at the hearing to provide information on such points as might be 
raised during the hearing. Responsive to this request, the Department was 
represented by Mr. Thomas E. Drumm, Jr., Assistant Administrator, Business 
and Defense Services Administration; Dr. William B. Bennett, Foreign Excess 
Property Officer; and Mr. Jonathan B. Rintels, Counsel to the Foreign Excegg 
Property Officer. No prepared testimony or statement of a departmental posi. 
tion was presented at the hearing as this was believed to be beyond the scope 
of your request. Departmental representatives did, however, participate rather 
fully in the discussions during the hearing and presented the Department’s views 
with respect to a large number of issues and points raised by the committee and 
by importers of foreign excess property and their representatives. 

We have now had an opportunity to review the transcripts and are submitting 
herewith our additional comments. Generally speaking, we consider that the 
issues have been dealt with rather fully in the recent hearings and in the hear. 
ings of July 1958. Accordingly, we regard it as appropriate to limit our comments 
to those matters which would be of constructive value to the committee in evalu- 
ating our operations and in providing guidance for future operation under the 
statute. 

In this discussion we would first like to make it clear that the Department 
of Commerce has no ax to grind for or against any segment of the business 
public. We are charged by law with the administration of a function. We seek 
to discharge our statutory responsibility impartially. This is not always easy 
where the competing commercial interests are as sharply polarized as they are 
in the foreign excess property field. Moreover, the statute itself, as will be 
pointed out in further detail in the course of this discussion, is by no means 
simple of interpretation or application. We believe that much of the turmoil 
that has been engendered in this operation is attributable to two main causes; 
namely, the conflict of economic interest between manufacturers and importers 
and the difficulty in interpreting and applying the basic law. 

By way of brief background, the Department of Commerce operated under 
section 402 of the Federal Property and Administrative Services Act of 19 
and under Foreign Excess Property Order No. 1 of August 23, 1950, for a 
number of years preceding the subcommittee hearings of July 1958. Addi- 
tionally, the Department exercised jurisdiction by delegation from the Depart- 
ment of State with respect to surplus property or foreign excess property 
covered by section 33(a) of the Surplus Property Act of 1944. The latter 
section dealt with surplus property sold abroad or for export prior to July |, 
1949. 

Largely as a result of the subcommittee hearings of July 1958 and commit: 
tee report No. 37 of August 18, 1958, the Secretary of Commerce instituted 4 


study of the foreign excess property function within the Department which | 


resulted in broad scale revisions. The details are set forth in the Secretary's 
letter to the chairman dated January 26, 1959. It is undoubtedly true that 
Foreign Excess Property Order No. 1, as revised January 15, 1959, and the 
operating procedures of the Business and Defense Services Administration in 
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which the function is vested by Department Order 152 of September 22, 1958, 
resulted in a more rigorous application ofthe statutory criteria as to relief of 
domestic shortages or other benefit to the economy of this country. Stricter 
mts were imposed and enforced with respect to the content of applica- 
and individual cases were more closely examined in the light of the 
statutory criteria and the subsidiary statements of criteria and principles which 
now for the first time formally set forth in detail in the published 
order of BDSA. A much higher rate of disallowance of applications resulted 
from the institution and application of the new procedures. This in turn, we 
pelieve, gave rise to claims by numerous importers that an embargo existed 
and again in turn to the holding of the recent hearings of June 23 and 25. 

Prior to the formulation of Foreign Excess Property Order No. 1 (revised), 
the most careful consideration was given to the underlying statute in terms of 
its purpose and intent. The criterion “relieve domestic shortages,” while not 

clear, provided relatively fewer problems than the alternative criterion 
“or otherwise be beneficial to the economy of this country.” Shortages are gen- 
erally recognizable, although questions may exist as to their location and dura- 
tion. Other latent questions such as areas of competition also need to met. 
By way of example, is there a shortage of safety razors in this country if there 
js an ample supply of metal razors but no visible supply of plastic razors and 
the applicant seeks to import only the latter? Similarly, how is the area of 
competition to be defined as between new and used merchandise? Again, to 
what extent is the price at which property can be sold an appropriate element 
to consider in determining area of competition? Solutions were developed 
to these and other questions involving shortage and these were incorporated 
into the order. 

“Otherwise be beneficial to the economy” has always presented more diffi- 
cult problems of interpretation. The statutory criteria are in the disjunctive. 
Hence, “otherwise beneficial” must always be separately considered in deciding 
eligibility for importation. About all that could be reasonably concluded of 
these words was, first, that they must be given meaning and, second, that it 
would be impossible to give them meaning if the economic doctrine were to 
be adopted that the mere addition of goods to the domestic supply constituted 
the type of benefit referred to. With these propositions as postulates, and 
with full recognition that the language of the law was difficult or impossible 
of precise and objective translation into specific subsidiary criteria, an attempt 
was made to marshal the factors which would or would not constitute a benefit 
to the economy. The order thus recognizes the existence of the principle that 
importation of goods may constitute a benefit in terms of abstract economics. 
However it rejects this application in the light of the manifest purpose of the 
law. Other provisions of the order deal with expenditures in connection with 
importation and with net benefit, in elaborating the meaning of “beneficial to 
the economy.” The Department has come to the conclusion that no more 
extensive meaning can rightly be attributed to these words in their setting, in 
view of the prior body of legislation and the close textual relationship in the 
statute between relief of shortages and benefit to the economy. 

One thing seems reasonably clear. Section 402 and its predecessor section 
33(a) of the Surplus Property Act of 1944 were aimed at relatively narrow 
and specific situations. They were not intended to be part of a statutory 
arsenal of general economic controls to be administered in such a manner as to 
act alternately as a brake and and an accelerator on the domestic economy. 
At any rate, this is the interpretation adopted by the Department of Com- 
merce. If it is based upon erroneous assumptions as to the intent of Congress, 
the Department would welcome further enlightment. 

The application of the principles set forth in the statute and Foreign Excess 
Property Order No. 1 (revised) has been placed on a systematic basis. The 
order requires each applicant for an FEP import determination to submit a 
written application which identifies the particular property he seeks to import. 

It is the Department’s belief that the statute was not designed to authorize 
the issuance of hunting licenses for unidentified property. From time to time 
rumors have come to our attention of the existence of a market for import 
documents. While traffic in permits might not necessarily be illegal, the 
possibility of such traffic could easily lead to fraudulent practices including 
collusive bidding and the making of false representations in connection with 
applications. Other steps taken to insure the objective examination of individ- 
ual applications include their referral on an anonymous basis to the industry 











258 IMPORTATION OF FOREIGN EXCESS PROPERTY 


analysts of BDSA for consideration and report. The recommendation Of the 
industry analyst is reviewed by the foreign excess property officer in the light 
of his broader familiarity with the statute and regulations, and a decision ig 
made in each case on the basis of all known relevant facts. 

The subject of burden of proof has been considered. Application form 
FEPF-1 requires the applicant to state whether importation of the pr 
would relieve domestic shortages or whether and in what respects importation 
would benefit the domestic economy. Such statements must be accompanied by 
all available supporting evidence including, for example, supply-demand da 
production and consumption statistics, statement of inability to obtain the 
of property domestically, statements of manufacturers that production hag 
discontinued and that no substitutes are reasonably available and the like 
While these requirements might appear to be onerous, their application has been 
relatively lenient. The Department needs all of the assistance it can obtain 
from the applicants as a springboard for its determinations. Neverthless, the 
Department also recognizes that it has readier access to much of the pertinent 
information than does an applicant. The Department is also aware of its objj. 
gation to render service to the applicants as to other members of the public 
by providing pertinent data at its command on request. There are, to be sy 
circumstances under which information may be furnished to the Department op 
a confidential basis where disclosure would result in drying up sources of usefy) 
information. However, every effort is made to bring all pertinent information to 
bear on each application and to make the ratio decidendi available to the appli- 
cant. The net result of this process of applying data from all sources to specifie 
factual situations is substantially to eliminate the problem of burden of proof, 
The Department acts as much as the agent of the applicant as it does in its 
adjudicatory capacity in developing and applying data. When all pertinent 
information has been assembled, the decision must be reach as to whether impor. 
tation would in fact fall within the statutory criteria. In this sense a technica} 
burden of proof rests on the applicant. In practice, however, the problem does 
not arise since decisions of the foreign excess property officers are never based 
upon whether or not an applicant has sustained the burden of proof, but rather 
on whether importation would or would not relieve a domestic shortage or 
otherwise be beneficial to the economy. 

Very many problems have arisen in connection with our administration of 
section 402. Some of these seem to be inherent in the statute itself. In an ef. 
fort to be of assistance to the subcommittee in its consideration of the larger 
aspects of the foreign excess property problem we have undertaken to identify 
special areas of difficulty. These are as follows: 

1. Section 402 does not in terms prohibit the importation of foreign excess 
property. It requires the insertion in sales agreements of a provision forbidding 
such importation unless certain conditions are met. It can thus be argued— 

(a) That importation in violation of a contractual provision is no more 
than a breech of contract; 

(bd) That the reach of the statute does not extend to property owned by 
a subsequent purchaser without notice ; 

(c) That failure to include the statutory provision in sales contracts de 
prives the Department and the Bureau of Customs of jurisdiction over the 
property ; 

(ad) That jurisdiction to exclude property rests on shaky-grounds; and 

(e) That unauthorized importations of foreign excess property may not 
give rise to legal sanctions (other than possible civil liability) against the 
importer or the property. 

2. It is legally questionable whether unauthorized importation of foreign 
excess property constitutes a violation of the criminal statutes dealing with 
smuggling or any other provisions of law imposing criminal sanctions. 

3. It is also legally questionable whether foreign excess property imported 
without authorization is subject to seizure or forfeiture under the customs laws. 

4. The status of certain types of property, formerly owned by the United 
States, is unclear. For example, property ostensibly or apparently of lend-lease 
origin has been presumed to be foreign excess property, or surplus property 
governed by the antecedent statute, until the contrary is shown. The legal 
position with respect to property of this type leaves much to be desired. 

5. Public Law 152 does not confer upon the Department of Commerce au- 
thority to issue regulations having the force and effect of law, for violation of 
which appropriate sanctions may be imposed. Under these circumstances the 
ability of the Department to secure compliance with the law is limited. 
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6. No legal machinery exists to identify property offered for entry into the 
United States as foreign excess property. Importers are not required to certify 
whether property which they seek to import is or is not foreign excess property. 
The Department of Commerce has only two bases for assertion of jurisdiction 
and issuance of FEP import determinations and authorizations. The first is 
where an applicant applies to the Department. The second is where the Bureau 
of Customs detains property which it has reason to believe is foreign excess 
property. For this reason the Department of Commerce has no means of 
knowing whether and to what extent foreign excess property has been or is 
peing imported without resort to departmental orders and procedures. 

7. The statute requires an affirmative determination of shortage or other benefit 
in each case and as to each category of property. This imposes a severe ad- 
ministrative burden on the Department since the same procedures must be em- 
ployed to make the required determination irrespective of the type, quantity, or 
value of the property for which application is made. 

8. Foreign excess property generated by the military amounted to $964,203,000 
in fiscal year 1957 and to $852,843,000 in fiscal year 1958. Disposals were 
$610,105,000 in fiscal year 1957 and $872,544,000 in fiscal year 1958. Despite the 
drop in foreign excess property generated from 1957 to 1958 the trend of genera- 
tion of additional foreign excess property appears to be upward for at least the 
next few years, and no clear evidence is available of a substantial reduction in 
generation within the next several years. Total surplus generated by the Depart- 
ment of Defense in 1959 is in excess of $8 billion. In 1960 it will be $10 billion, and 
it is expected to be $12 billion in each of several years thereafter. $26.7 billions 
have now been identified as ready for processing. The relative magnitude of the 
foreign and domestic excess and surplus disposal problems emphasizes the de- 
sirability of reexamining the problem in its entirety in order to arrive at a 
decision as to the value under current conditions of section 402 in its present form. 

During the recent hearings much testimony was devoted to the subject of return 
to the Government on foreign excess property disposals. The Department of 
Commerce does not regard this as a relevant criterion under section 402. Never- 
theless, it is an appropriate subject for consideration in connection with the 
larger subject of disposals generally and, in particular, in reaching a decision as 
to whether a logical basis still exists for distinguishing between foreign and 
domestic disposals. 

The Department greatly appreciates the opportunity which the subcommittee 
has provided to express its views and to explain its policies and procedures. If 
there is any further information which the subcommittee feels would be helpful, 
we will be happy to supply it to the best of our ability. 

Sincerely yours, 


H. B. McCoy, Administrator. 

Mr. Fascetn. All right, Mr. Kampelman. Thank you very much 
for your presentation. 

Mr. Kampetman. Thank you, sir. 

Mr. Fascett. Do we have anything further from the Department at 
this time or shall we call it a day temporarily ? 

Mr. Rinrets. Not at this time, Mr. Chairman, and we are quite con- 
tent to call it a day. 

Mr. Fasceti. With that we will adjourn these hearings subject to the 
call of the Chair at a future date. 

(Whereupon, at 6:20 p.m.; the hearing was adjourned.) 





